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MINISTER OF FINANCE 


HOUSE OF COMMONS, OCTOBER 22, 1968 


THE BUDGET 


ANNUAL FINANCIAL STATEMENT OF THE 
MINISTER OF FINANCE 


Hon. E. J. 
moved: 


That Mr. Speaker do now leave the chair for 
the house to go into committee of ways and means. 


Benson (Minister of Finance) 


He said: Mr. Speaker, it is a great honour 
and a serious responsibility to present the 
first budget to this new 28th parliament of 
Canada. The government and its strong par- 
liamentary majority have come into office 
with many new ideas and a desire to look at 
our problems with a fresh perspective. We 
have, however, many major commitments. 
These restrict our freedom of innovation and 
make it necessary for us to work out our new 
ideas over time. 

I have much to report and to propose in 
this budget and therefore will not attempt a 
comprehensive review of our financial affairs 
and policies tonight. The budget white paper, 
tabled last Wednesday, provides material on 
our public accounts for 1967-68, and on the 
economic and financial conditions prevailing 
in Canada and elsewhere as of the time when 
it was prepared. I shall refer occasionally to 
this paper but I shall try not to weary the 
house with repetition of detail. In particular I 


- do not propose to comment upon the accounts 


for 1967-68. 


- Current Economic Setting 


The current economic setting for this budget 
has been set forth in part I of the White 
Paper. The Canadian economy continues the 


expansion that began in 1961, that ran to 
excess in 1965 and 1966, that slowed down in 
adjusting for these excesses in 1967, and that 
has accelerated moderately again this year. 
We are in a period of widespread prosperity, 
but it is prosperity with problems. The 
increase this year in production, in national 
income, in exports, in housing investment, 
and in industrial productivity has been 
encouraging. On the other hand, we are trou- 
bled both by the extent of unemployment and 
by the rate at which prices are increasing. 
Our balance of trade has been better than 
expected, but our capital markets continue to 
be subject to serious strains. These are re- 
flected not only in high interest rates but in 
problems for many borrowers and for those 
who sell securities. 


In the international economic field, we have 
in recent years made great advances in free- 
ing trade. We are still engaged in implement- 
ing agreements by legislative action. Tonight 
I shall lay before you some 200 pages of tariff 
items which implement our part of these 
international arrangements, together with a 
resolution asking approval for a new bill on 
anti-dumping duty which will follow consid- 
eration of our white paper on this subject by 
a committee of this house. These are impor- 
tant and constructive measures. Together 
with related action by others, they should 
widen the markets and improve the produc- 
tivity of Canadian industry. They should also 
provide to Canadian consumers the benefits 
of increased competition in domestic markets. 


In monetary matters, the period under 
review has been one of many difficulties but 


has ended upon a most constructive note. For 
years the Canadian government, with other 
western governments, has been working out a 
plan to supplement gold and foreign exchange 
balances with new forms of international liq- 
uid reserves that could be expanded in accord 
with the needs of world trade and other trans- 
actions. After considerable debate this has 
now been achieved. Parliament will be asked 
to approve amendments to the Bretton Woods 
Agreement Act to carry out our part in these 
new and encouraging arrangements. 
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Before these new arrangements could be 
completed several major crises occurred dur- 
ing the past year in the international financial 
markets. Sterling was devalued. There was a 
prolonged crisis in gold markets which was 
only resolved by the working out of a new 
two price system for gold as well as by 
more stringent measures by the U.S. to safe- 
guard and improve its balance of payments 
position. 

During this period of stress in the interna- 
tional financial markets last winter there was 
a short but very sharp run on the Canadian 
dollar, despite an unusually strong position in 
Canada’s current account balance of payments 
at that time. We were in danger of being 
forced into an inappropriate devaluation of 
our currency, which would have brought 
higher prices and costs to the Canadian 
economy and the Canadian consumer. Our 
position was strengthened by monetary and 
fiscal measures taken at that time. We were 
fortunate in being able to get from interna- 
tional institutions and from friendly monetary 
authorities and governments the temporary 
assistance that we needed to sustain us during 
this crisis. We also were able to work out 
with the United States Treasury arrange- 
ments which enabled us to safeguard our vital 
unrestricted access to the U.S. capital market 
while not endangering or worsening the U.S. 
balance of payments position. Subsequently 
we have been able to borrow substantial sums 
in Italy, in Germany, and in the United 
States to assist us in restoring our exchange 
reserves. 


Medium Term Outlook 


In looking ahead through the prospective 
life of this Parliament, we can be optimistic 


regarding both the resources that will be 
available to sustain vigorous growth in the 
Canadian economy and the markets that wi 
be available for what we produce. We hav 
labour force that is growing more rapidly 
than that of any other industrial country. It i 


also increasingly well educated and trained 


for work in modern jobs. Our natural 
resources are the envy of others and the basis 
of much of our industry and wealth. We 
have a large industrial capacity, much of it 
now relatively modern and little of it in seri- 
ous excess. We have access to a large supply 
of savings within Canada, since we save a 
high proportion of our income by comparison 
with others. Fortunately we also enjoy a pre- 
ferred position in securing international capi- 
tal, both direct investment associated with 
modern management, and loan capital in 
large amounts. At the same time we can look 
forward to demands for large scale invest- 
ment by business in new plant and equip- 
ment, growing needs in housing and urban 
development, and the continued expansion of 
useful social capital, including hospitals, 
schools and universities. There should be no 
dearth of demand during the next four years. 


We do face serious problems, however, in 


organizing our economic advance and ex- 
pansion, in managing it and in financing it. 
Both in our public and private activities these 
tasks are going to require the best brains and 


work that Canadians can devote to them, © 


Great economic advance is open to us but 
only if we manage our affairs well. 


Short Term Outlook 


The outlook for the remainder of 1968 and 
for next year is discussed in general terms in 
the first few pages of the White Paper. Condi- 
tions in the United States have as usual had a 
most important influence upon our affairs. 
This has been true both in the financial mark- 
ets, where their high interest rates and short- 
age of capital have affected us directly, and 
in their rnarkets for our products. Our exports, 
assisted by the automotive agreements, in- 


creased very rapidly early this year. Now ~ 
that the United States has put into effect its — 


new fiscal policy, approved by Congress in 
June, we must expect a moderation in their 
pace of expansion and, we hope, in the rate 


of price increases which are associated with 
Ate 
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In our internal affairs we expect to see 
continued strength in the sustaining forces of 
our economy. Business investment in Canada 
has begun to increase again after the pause of 
1967, and I look for a significant advance next 
year. Expenditures on housing in Canada have 
risen substantially during this year and should 

of continue to expand significantly in 1969, when 
emand will be strong and when we would 


i expect more mortgage funds to be available. 


The market for consumption goods and serv- 
ue in Canada has also been strong this 
year. Looking ahead, we can expect to see 
further gains in consumer expenditure in real 
terms, though perhaps at a more moderate 
rate in money terms if we can succeed in 
in prices, costs and 
money incomes in accordance with our anti- 


_ inflationary policy. The generally bouyant 


2 outlook, however, 


is marred by regional 
problems, particularly those now faced by the 


: prairie farmers and the relative lack of 


a 
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employment opportunities in Quebec and the 
Atlantic provinces. 

ay now expect to see a level of gross national 
product and gross national expenditures 
this calendar year of approximately $67 bil- 


lion, or about 8 per cent over the $62 billion 


achieved in 1967. Of this increase, a larger 
_ proportion than was the case last year, say 


_ about 44 per cent, should be in real terms, 
_ while the average increase in prices reflected 


in the G.N.P. may average out around 34 per 
cent as compared to about 4 per cent last 
year. This is a modest improvement in price 
performance though it clearly cannot be 
regarded as satisfactory. 


I will not endeavor to put a precise figure 
to my expectations for 1969 at this very early 
stage, but in considering the budgetary posi- 
tion for next year I have had to form some 


views. I should say that over-all we might 


expect a somewhat better price performance 


and about the same increase in volume as this 


_ year. This implies a growth in G.N.P. from 


1968 to 1969 of something between 7 and 8 


we. 


_ per cent. I think we shall continue to face a 
- situation where both the level of unemploy- 
ment in some areas and the rate of increase 
in prices will continue to give us concern. 


Current Fiscal Position 


I turn now to review our current fiscal posi- 
tion. The last budget was that of November 


_ 30th, 1967, in which my colleague, the present 


97187—13 


Secretary of State for External Affairs, was 
confronted, as I have been since, with diffi- 
cult problems in the financial markets. He 
proposed some tax increases and stated the 
government’s intentions to limit its expendi- 
tures this year to $10,300 million, apart from 
medicare, and to limit its demands on the 
capital market this fiscal year (apart from 
requirements to finance foreign exchange 
purchases) to less than $750 million. Those 
proposals would have just about balanced the 
budget this year. Subsequently the proposed 
revenue measures were not approved by Par- 
liament and had to be changed, which has 
reduced our prospective revenues. While we 
succeeded in imposing a vigorous restraint 
upon those expenditure programs which are 
within direct control of the government, we 
substantially underestimated the growth in 
our expenditures under certain statutory obli- 
gations and particularly in several large fed- 
eral-provincial programs. 
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After reviewing the reports from the Trea- 
sury Board that I have received and taking 
into account as best we can the supplemen- 
tary estimates we must still place before Par- 
liament, I estimate our total expenditures this 
year will be $10,780 million, about 43 per 
cent higher than our original intention. I now 
estimate our revenue this year—before taking 
in the tax changes I am proposing—will turn 
out to be approximately $10,050 million. This 
would leave a substantial deficit of $730 mil- 
lion. These figures do not include any write- 
off of our share of the Expo deficit, which 
involves no cash expenditure and which will 
be the subject of legislation later in this ses- 
sion. This deficit of Expo has been financed in 
earlier years and we are now recovering a 
part of the cost from Quebec. 


Our extra-budgetary accounts this fiscal 
year have been complicated by the rundown 
in our exchange reserves late in the last fiscal 
year and their restoration in recent months. 
Early in 1968 the rundown of our exchange 
reserves produced a temporary swelling of 
our cash balances—a situation which made it 
possible and desirable to postpone borrowing 
during the latter part of last fiscal year. 
Apart from foreign exchange operations, our 
loans and investments this year have been a 
bit less than expected, though in the housing 


field the slower than expected demand by 
provincial and local authorities for loans for 
public and other institutional housing has 
made it possible to provide a winter program 
of direct loans for owner-occupied housing. 
This program will not only help to meet a 
real need but will also provide a direct stimu- 
lus to employment. 

Apart from the financing of exchange, our 
net extra-budgetary requirements for cash 
during this fiscal year I now forecast at $600 
million. This must be added to the budgetary 
deficit in assessing our total cash require- 
ments, including those being met by reducing 
our cash balances. 


In regard to exchange we have had to uti- 
lize $490 million Canadian since April 1st up 
to the end of last month in order to finance 
our net purchases of foreign exchange in the 
market which is evidence of the recovery in 
strength of the Canadian dollar. This has 
‘been added to our reserves. The government 
has also borrowed the equivalent of $US 234 
million outside Canada to be added to our 
reserves during this period. Part of these new 
foreign exchange resources has of course been 
used to pay off in full the short-term interna- 
tional obligations incurred during the 
exchange crisis. 


To meet the large Canadian cash require- 
ments this year we have been able to draw 
down the abnormally large balances we had 
at April 1st—$997 million—mainly arising 
from the sale of U.S. dollars during the 
exchange crisis. In addition we have had to 
borrow very substantial sums, by issues of 
marketable bonds at June 15th, August Ist 
and October Ist, by the sale of the special 
replacement issue of Canada Savings Bonds 
in May, mainly to refund in advance the 
large issue maturing this year but also in part 
providing cash, and by increasing the volume 
of sales of Treasury Bills. The proceeds of 
these issues, together with our cash balances, 
have been used: first, to refund maturing 
issues; secondly, to meet the very large net 
redemptions of Canada Savings Bonds 
(amounting to $556 million up to October 16 
this fiscal year); thirdly, to purchase 
exchange in the market; and, finally, to meet 
our current budgetary and extra-budgetary 
requirements. To October 16 this fiscal year 
we have borrowed $428 million on balance in 
the Canadian market after taking into 


4 


account refundings and redemptions both of 
marketable obligations and of Canada Savings 
Bonds. 

Our objective in the current Canada Sav- 
ings Bond campaign is a record sale which 
will raise a large amount of cash during 
November. The terms are very attractive in 
comparison with earlier Series and with other 
investment possibilities. This savings bond is 
an excellent investment through which 
Canadians in all walks of life can convenient- 
ly and profitably put their money to work in 
furthering their own interests and the nation- 
al interest through the financing of important 
constructive programs such as _ housing; 
nuclear power is another example, and of 
course farm credit. To achieve a broad place- 
ment of the new Series of Canada Savings 
Bonds, a vigorous effort is underway from 
coast to coast by a large and experienced 
payroll savings organization, by the banks 
and other financial institutions and by invest- 
ment dealers and stockbrokers. This effort 
is backed by a first class advertising cam- 
paign using all major media. The attractive 
terms will prompt many holders to convert 
earlier Series into the new Series. To cover 
these rollovers and to produce a large amount 
of cash will require a gross sale during the 
campaign period in excess of the previous 
record established in 1966. I believe our sav- 
ings bond organization is mounting the best 
operation of its kind in the western world 
and I look forward to its success as a major 
element in our financing program this year. 


Mr. Harkness: What is your estimate of the 
amount of money involved? 


Mr. Benson: We will need to borrow in the 
market again before this fiscal year is over in 
order to refund maturing debt and possibly to 
raise some additional cash as well but the 
total of such marketable financing will 
depend importantly on the outcome of the 
Savings Bond campaign. 


1969-70 Fiscal Outlook 


It is difficult to forecast our position in the 
next fiscal year at such an early date as this, 
yet I feel I must make some effort to do so in 
order to develop the tax proposals thataat 
think it is necessary to place before you 
tonight. 
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We intend to continue severe restraint upon 
those direct expenditure programs under the 
government’s control, eliminating what is 
obsolete and permitting only the degree of 
growth that is essential. We shall have to 
resist requests by members on both sides of 
the house, and from groups and individuals 
outside, to spend money for worthy purposes 
which we cannot afford to do along with the 


other things we are doing. It will also be 


necessary to maintain a virtual freeze on the 
size of the public service of Canada. We shall 
also seek the vigorous cooperation of the pro- 
vincial governments in the same kind of re- 
straint upon the growth of the jointly financed 
expenditure programs under their control. 
Even those programs which we and _ they 
agree deserve priority must be carried out 
with maximum economy, and with a keen eye 
to what is really essential. 


On this basis I am now forecasting budget- 
ary expenditures in the next fiscal year at 
approximately $11,670 million, including 
medicare expenditures on the assumption that 
all provinces will take advantage of the Medi- 
cal Care Act. This would be an increase of 
$890 million, of which about $335 million 
would be for medicare—leaving an increase 
of less than 54 percent for all other expendi- 
tures. Revenues for next year—before the tax 
changes I am now proposing or those that 
may arise from our tax reform program next 
year—can be estimated at about $10,830 mil- 
lion, a growth of approximately 72 percent 
over the current year. This takes into account 
“a variety of special factors as well as general 
economic growth. 
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We must of course keep in mind the loans 
and investments to be made next year, as 
well as our expenditures, in assessing the 
nature and scale of our fiscal problems. Our 
detailed budgets in this field are not yet 
decided. By far the largest element in this 
total is housing. The capital budget for the 
Central Mortgage and Housing Corporation 
next year should reflect the conclusions of the 
government after it receives the views of the 
special task force headed by my colleague, 
the Minister of Transport (Mr. Hellyer). It 
will also include farm credit as a major ele- 
ment, where we must endeavor to take into 
account the extent to which demands can be 


met from the banks and other institutional 
lenders. The revision of the Farm Improve- 
ment Loans Act will help in this regard. In 
addition of course we have a wide variety of 
loans and investments for nuclear and other 
special power projects, for the Seaway and 
Air Canada, the Canadian National Railways 
and other crown agencies, and for foreign aid 
and export credits. I would expect the total to 
be something of the same general level as this 
year, and partly offset by receipts of cash 
from outside the budget (from employee pen- 
sion funds and other accounts for example). 
The net extra-budgetary requirement for cash 
would appear likely to be of the order of $600 
or $700 million, excluding what may be 
required for foreign exchange purposes. 

These extra-budgetary requirements are 
demands that we would normally aim to meet 
by borrowing. At the level indicated, how- 
ever, they alone will pre-empt most or all of 
what we should expect to borrow next year 
in competition with other borrowers in the 
capital and credit markets. 


Control of Public Expenditure 

Our experience this past year, and the pros- 
pects next year, force us all to recognize the 
central problem of the control of public 
expenditures in Canada today. This is a prob- 
lem that confronts not only the parliament of 
Canada but also the legislatures of the prov- 
inces and the Councils of the municipalities. 
The past decade has witnessed a very rapid 
increase in the scale of public expenditures at 
all levels, and particularly by provinces and 
municipalities. I will not endeavor to give 
detailed figures to the house at this point, but 
we may note briefly that expenditures by all 
governments as recorded in our national eco- 
nomic accounts have risen from $8.7 billion in 
1957 to $21.2 billion in 1967. Of this increase 
of $12.5 billion some $8.4 billion has been in 
provincial and municipal final expenditures. 
Federal transfer payments to provinces, of 
course, have increased very rapidly to help 
meet this growth. When these transfers are 
eliminated, the increase in federal expendi- 
tures for its own direct programs over this 
period has been $4 billion. In 1957 they were 
15.1 percent of the G.N.P. By 1967 they had 
fallen to 14.3 percent of the G.N.P. 
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It is well known that several large pro- 
grams that we finance jointly with provincial 
governments are those that have been found 
most difficult to control. These include nota- 
bly the program commenced in 1967 whereby 
we have provided tax abatements, equaliza- 
tion payments, and direct cash adjustment 
payments under the Fiscal Arrangements Act 
to assist the provinces in meeting the costs of 
university and other post-secondary educa- 
tion. Included in these shareable costs are 
large sums spent for senior matriculation 
courses in secondary schools, such as grade 13 
in Ontario. Our assistance for such education 
amounts to one half of the total operating 
expenditures in the provinces, including those 
financed by student fees or other sources. 
These costs are now increasing at an annual 
rate of about 20 percent, and our adjustment 
payments must be expected to rise very rap- 
idly to reflect this phenomenal expansion. 

The other most rapidly expanding program 
is hospital insurance, where the current rate of 
cost increases exceeds 15 percent despite the 
fact that the program is now well established 
and reasonably mature. Payments for general 
welfare purposes under the Canada Assist- 
ance Plan are large, but they are not subject 
to such rapid built-in cost increases and do not 
cause as much concern. Medicare of course 
will quickly become a large joint program 
and will involve growing expenditures for us 
as well as for the provinces for some time. 
However, in view of the substantial increases 
in medical fee schedules in recent years, the 
new medicare program should not run into 
cost increases as large as those of hospital 
insurance, for example. We should note that 
new government expenditures for medical 
care will be mainly replacing payments by 
individuals for the same purpose or payments 
made through existing private or public 
plans. Only a fraction of the cost will consti- 
tute an increasing demand upon the econo- 
my, but the result should be a fairer and 
more efficient system of assuring health care 
for all Canadians regardless of income. 


_ Mr. Knowles (Winnipeg North Centre): At 
last the government is beginning to realize 
this. 


Mr. Benson: 


Discussions with the Provinces 


The effective management of all these 
major services is a matter for the provinces, 


It is in the mutual interest of all the govern- 
ments and of the people of Canada to ensure 
that expenditures under these very important 
programs are made economically and in 
accordance with sound judgments as to pri- 
orities and rates of growth, taking into 
account the burdens they place on the tax- 
payers as well as the objectives of the pro- 
grams themselves. I plan to meet with the 
treasurers and finance ministers of the prov- 
inces early in November to discuss these 
questions. I expect that in reviewing this 
health field we will be joined by our col- 
leagues, the ministers of health who will also- 
be meeting here at the same time. We will 
consider whether some intensive work should 
be put in hand on a broad basis to apply 
modern systems analysis and operational re- 
search to improving the efficiency with which 
health services and facilities are provided to 
the people of Canada. 

In the field of higher education there is the 
same need for economy and efficiency but one 
must also take into account major issues of 
policy. These, of course, are matters of pro- 
vineial responsibility. The universities and 
other educational institutions face increasing 
problems of their own, and we are all more 
conscious of them now than ever before. Pro- 
vincial governments are responsible for the 
evolution of the laws and institutions for 
higher education. We have no desire to inter- 
fere at all in this difficult and delicate respon- 
sibility, where each of our provinces will 
wish to see its institutions develop in a way 
that suits its own conditions. Our main con- 
cern in 1966 and 1967 was to ensure that the 
provinces had additional financial means at 
their disposal to help meet the abnormally 
rapid increase in requirements during the 
current period for the expansion of universi- 
ties and other post-secondary educational in- 
stitutions. We recognized this priority, although 
we have been surprised at the extreme rate 
of growth involved. In 1965-66 our contribu- 
tion to the support of higher education, 
including the special tax abatement to Que- 
bec, amounted to about $40 million. This year 
the equivalent fiscal transfer and cash pay- 
ments to the provinces are estimated at about 
$500 million—over twelve times what they 
were three years ago. ; 


As the Prime Minister has already indicat- 
ed, we anticipate that provinces will wish to 
discuss with us questions related to medicare. 

_ We shall be quite prepared to discuss them. 
We hope that all the provinces will take 
advantage of that act at the first opportunity. 
We continue to believe that the provision of 

_ medical care services as a publicly financed 

- Operation is a matter of high priority in the 
development of proper health and social ser- 
-vices for Canadians. 


@ (8:40 p.m.) 


_ This government and this House recognize 
the financial problems being faced by all the 
provinces—even the wealthiest of them, 
which is the most outspoken on the subject. 
Between 1962 and 1967 we reduced the feder- 
al personal income tax to make way for the 
provinces to enlarge their use of this revenue 
field from 16 percentage points to 28 percent- 
age points. We are now helping all provinces 
with substantial participation in meeting the 

cost of broad services in the fields of health, 
welfare and higher education, and particular- 
ly in rapidly growing programs in fields of 
highest priority. We are giving major assist- 

ance to the provinces with less than average 
taxable capacity by our equalization grants. 

We are providing hundreds of millions a year 
in housing finance to provincial and local 
agencies under the National Housing Act. All 
the many hundreds of millions of dollars we 
collect in contributions under the Canada 
Pension Plan, in excess of current pension 
payments, are loaned immediately to the 
provinces. Parliament has proven with action 
its concern for the financial needs of the 
provinces. We can legitimately expect recog- 
nition by them of our problems, and of the 
needs for expenditures on national programs 
for which we as a parliament are responsible. 


Emphasis in Economic Policy 


Before turning to our immediate fiscal poli- 
cy and the details of proposed tax measures, 
it is essential to consider the over-all frame- 
work of general economic policy for 1969 and 
to determine its main emphasis. Needless to 
say, we shall continue to work toward all the 
broad goals which are widely accepted in 
western industrial countries—full employ- 
ment, economic growth, price stability, bal- 
ance in external payments, and an equitable 
sharing of rising incomes. 


These general goals comprehend many spe- 
cific objectives—the training and mobility of 


labour, the improvement of productivity, 
increasing’ economic efficiency through more 
vigorous competition, the freeing of interna- 
tional trade, the reduction of regional dispari- 
ties, the elimination of poverty—indeed, 
almost all the economic and social virtues we 
can think of. But the real problem in public 
policy comes in being specific, in reconciling 
conflicting objectives, in making choices 
among competing demands, in deciding how 
much of each to pursue, and of course in 
knowing how to do it all effectively and 
efficiently. There are far more good things to 
be done in Canada, particularly by govern- 
ments, than there are resources available to 
do them. 


We are doing a great deal, and will do 
more next year, in pursuit of all the goals 
and objectives I have mentioned. Not the 
least of our efforts, I would emphasize, are 
the many services and programs to deal effec- 
tively, constructively and humanely with 
poverty. But we cannot do everything at once. 
Rather, we must try to advance on as broad 
and balanced a front as possible, and we 
must be ready at all times to face up to the 
most urgent priorities among all of our 
objectives. 


Resisting Inflation 


In the broad field of economic policy the 
most urgent need now is to check further the 
continuing increase in prices and living costs. 
There appears to have been some easing of 
inflationary pressure in recent months. But 
there is little evidence that the damaging 
upward spiral of prices and costs has been 
effectively broken. Further, unless our poli- 
cies are firmly set to resist inflation, there is 
great danger that continued prosperity in 
1969 will cause pressures that will set in train 
a new round of price and cost increases. 

I want to emphasize that a rapid rise in the 
price level, on the scale experienced in recent 
years, has many serious and damaging effects. 
Firstly, it is most unfair to those in our socie- 
ty, mainly the older people and the poor 
among us, who do not possess the bargaining 
power necessary to protect themselves against 
the increase in the cost of living. There is no 
doubt that recent and current inflation is 
hurting many more than the number who 
suffer from unemployment. Secondly, rapid 
price increases undermine the whole basis of 
our economic structure and competitive mar- 


ket system. A flexible price system cannot 
operate properly to allocate resources for 
maximum production and income unless the 
price level as a whole is reasonably stable. 
Thirdly, serious inflation erodes gradually but 
surely the competitive position of Canadian 
producers, both in other countries with whom 
we must trade and in our own markets at 
home. And fourthly, it makes people, and the 
institutions through whom they invest their 
money, increasingly reluctant to lend money 
except at high interest rates and in decreas- 
ing amounts. Yet the growth and development 
of our economy requires the large scale 
investment of savings in the form of mort- 
gages and bonds fixed in terms of money. 
These securities are the only means open to 
homeowners, school boards, 
and governments to borrow funds needed for 
housing and for all the public purposes essen- 
tial in our modern society. Unlike large cor- 
porations, none of these borrowers can sell 
equity shares, but their increasing role in the 
capital markets means that even a moderate 
degree of inflation poses a larger problem 
than ever before. 

We should not delude ourselves into think- 
ing the choice is between either policies of 
fiscal ease to counter unemployment or poli- 
cies of fiscal restraint to fight inflation. In our 
present circumstances, unchecked inflation 
would precipitate the kind of economic dis- 
ruption in which unemployment would surely 
increase and we would end up with more of 
both of these evils. 

Achieving greater stability in our price 
level requires action on many fronts. Our 
fiscal policy must avoid excess demand on 
production and markets, and keep producers 
constantly aware of the need to compete 
vigorously and to prevent cost increases. We 
need to exercise a wider responsibility to pro- 
mote competition and minimize restraints on 
trade. Management must do all it can to 
improve efficiency and productivity. Workers 
and governments must cooperate to ensure 
better training and-mobility of the labour 
force. Business and governments must antici- 
pate bottlenecks and shortages and plan pro- 
duction and demands to minimize them in 
every way possible. Over the long term the 
provinces must plan and provide better edu- 


municipalities . 


cation. Finally, we must, I feel, do all we can 
to persuade those who enjoy strong market 
power to exercise it with due restraint, taking 
the public interest fully into account. This 


will require the use of public education, spe-— 


cial inquiries into inflationary situations, and — 
the mobilizing of public opinion against prac- — 


tices and actions which endanger the mainte- — 


nance of price stability in our country. 


I expect that my colleague, the Minister of — 


Consumer and Corporate Affairs, will have 
something more to say on plans and measures 
to combat inflationary cost increases when he 


participates in the Budget debate. The paige) IE 


have already given, Mr. Speaker, makes quite 
a catalogue. Nevertheless they are all meas- 
ures which Canadians, working together can 
achieve. Most of them are desirable in them- 
selves, but they should now be given particu- 
lar attention and focused upon preventing 
further increases in the cost of living. 


In deciding on over-all fiscal strategy for 
1968 and ’69 we must take into account both 
the financial prospects I have described and 
the broad economic situation I have outlined. 
After doing so we have reached the conclu- 
sion that we must raise substantially more 
revenues in order to bring the budget into 
balance in 1969-70. 

By such action we will be contributing to 
the restoration of price stability, while at the 
same time giving support to the economy 
through investment programs in housing, 
farm credit and other economic fields. We 
will be limiting our demands on the capital 
market to non-inflationary amounts to be 
used for capital purposes. The provinces and 
municipalities on their part will be investing 
one way or another the large funds we turn 
over to them from the Canada Pension Plan, 
and borrowing in the market to finance public 
works and their other lending and investment 
programs. In accordance with the practice of 
recent years I shall be meeting at the end of 
the year with the provincial finance ministers 
to review the current economic situation and 
prospects, to assess the impact on the econo- 
my of our over-all public financial position, 
and to consider what are appropriate fiscal 
policies in this light. I believe however that 
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the general strategy I have proposed is the 
best one for the federal government in the 
present circumstances. 


Tax Recommendations 


In selecting the tax changes to be made to 
implement this policy I am mindful of the tax 
reform program which the government pro- 
poses to initiate next winter. I have been over 
with my officials the conclusions which they 
have reached from a long and comprehensive 
review of our income tax laws, the report of 


a 


the Royal Commission on Taxation and the 


scores of briefs and hundreds of letters which 
we have received on the subject. After fur- 
ther thought I have reached certain decisions 
which I have asked my officers to set forth in 
the form of a draft bill, which I will place 
before my colleagues for their approval or 
modification. It is this draft, suitably revised 
and explained, which will be placed before 
the house, provincial ministers, and the pub- 
lic for detailed study and discussion early in 
the new year. It would then be reconsidered 
and revised by the government for final ‘con- 
sideration by the house in the latter part of 
1969. By that means I hope we can have a 
reformed income tax in effect in 1970. 


The tax recommendations which I am mak- 
ing tonight are not an integral part of next 
year’s reform package. By that I mean that 
they stand on their own and should be imple- 
mented, whether or not there is to be any 
further reform. They do not commit us to 
particular changes in other areas. 


@ (8:50 p.m.) 
Estate Tax and Gift Tax 


The first group of recommendations con- 
cerns the Estate Tax and the Gift Tax. I have 
come to the conclusion that transfers of 
property at death and by gift should not, at 
least for the present, be included in income 
like other items that have normally been 
regarded as income of a recurring nature. 
While respecting the intellectual coherence 
and elegance of the case made by the Royal 
Commission on Taxation on this matter 
—crudely summed up in the phrase that “a 
buck is a buck is a buck’”—I believe that the 
overwhelming weight of Canadian opinion is 
against it now, and many Canadian practices 
and institutions would be seriously disrupted 
if we embraced this proposal. Instead, I pro- 
pose that the estate and gift taxes continue to 
be levied on the transferor and that they be 
reformed along different lines. 


I am proposing that in respect of deaths 
after midnight tonight we exempt all amounts 
left outright to a widow by her husband, and 
to a widower by his wife. Perhaps I should 
make it absolutely clear that this estate tax 
exemption includes pension and annuity 
benefits. Further, if a husband leaves the 
entire life interest in a trust to his wife, the 
assets in that trust will be excluded from his 
estate, but included in hers, and vice versa. 
With this reform, we will recognize the con- 
tribution made by wives to the accumulation 
and conservation of the wealth of the family. 
It will eliminate a deeply felt grievance. 


There would also be a $10,000 exemption in 
respect of the amount left to each child, and 
additional exemptions for younger children 
depending on age and income, and for chil- 
dren wholly dependent because of disability. 
Finally there would be a general exemption 
of $20,000 to eliminate or reduce the tax on 
small estates to whomever they may be 
willed. 

I propose that the loss of revenue arising 
from this long awaited reform of the exemp- 
tion structure be made up by raising the rates 
on the rest of the estate. The schedule of 
rates is set forth in the table included in the 
resolution: they range from 15 percent at the 
bottom to 50 percent at the top. The value of 
taxable gifts made after tonight will, on the 
donor’s death, affect the rates in the tax 
schedule that are applied to the taxable value 
of his estate. In effect, taxable gifts made 
after tonight will use up part of the low rate 
brackets in the Estate Tax rate schedule. 


It is difficult to predict accurately the reve- 
nue effects of changes in estate taxes but I 
have aimed at maintaining the same total 
over-all revenue while permitting the trans- 
mission of property between husband and 
wife without tax. 


It will be recalled that since 1964 the prov- 
inces have enjoyed three-quarters of the 
revenue from the estate tax—either by pay- 
ment from the federal treasury or by abate- 
ment in their favour. I do not propose that 
this be changed. We recognize the special 
interest of the provinces in this field of taxa- 
tion but believe that parliament should keep 
a share in it for its indirect benefits in the 
enforcing of the Income Tax Act as well as 
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its direct benefits in revenue. There are some 
transmissions of property that cannot be 
taxed by laws within provincial jurisdiction. 

I propose that we amend certain of the 
special statutory rules about situs of property 
in order to bring the federal rules more in 
line with those used for purposes of provin- 
cial succession duties. I intend to discuss with 
provincial ministers other means of achieving 
greater uniformity and simplicity in the laws 
concerning death duties and their application. 

As for the gift tax, effective tonight the 
exemptions and the rates will be changed, 
and the new rate schedule will apply progres- 
sively to the cumulative total of all future 
taxable gifts made by the donor. 

Straightforward gifts between husband and 
wife will be completely exempt. Gifts to other 
individuals will be exempt up to $2,000 per 
annum for each recipient. There will be no 
exemption for gifts to trusts or corporations. 
The present exemption for gifts to registered 
charities will be continued, as will the once- 
in-a-lifetime exemption of $10,000 in respect 
of a gift of a farm by the farmer to his child. 
The other present exemptions, including that 
based on income after tax, will be dropped. 

The rates of gift tax would range from 12 
percent on the cumulative total of taxable 
gifts until $15,000 is reached, up to a max- 
imum rate of 75 percent on gifts when the 
cumulative total exceeds $200,000. This 75 
percent means in effect a tax rate of three- 
sevenths or about 43 percent, on the total of 
the gift and the tax on it, the basis on which 
we normally think of income and estate taxes. 

It will be evident to the honourable mem- 
bers that, if the gift tax rate changes were not 
effective immediately, taxpayers could take 
advantage of any interim period to make 
abnormally large gifts before the new 
cumulative system begins. I believe that 
members will also agree that the estate tax 
changes should be made effective immediately 
so as to exempt property passing to widows 
on deaths after midnight tonight. 


Life Insurance Companies 


My second group of proposals concerns the 
life insurance companies and their policy- 
holders. At present, the business incomes of 
life insurance companies are largely exempt 
from tax: the companies are taxed only on the 
amounts appropriated for shareholders during 
the year. This is usually only a small fraction 
of the total business income of the sharehold- 
er-owned companies, and of course it pro- 


| ve ei Ses P 


duces no taxable income at all for the mutual 
companies, which now I should point out, 

dominate the industry, or for the fraternal 
benefit eae sy +) ony 


rules to recognize the problems that arise in Tab yi 
measuring income in the life insurance © 
industry, but that, with the exception of these | 
special rules, the general provisions of the — j 
Income Tax Act apply to this industry just as a 
they do to all others. : fe : 

One of the special rules will deal with the Hs 
deductions from income permitted in order to — 
provide the policy reserves needed to meet 
future liabilities under policies of insurance. — 
The details of the computation of . these 
reserves will be set out in regulations, and ig 
the industry will be consulted in the course of kK 
preparing these regulations. However, I have " 
in mind that we would use, in computing the © 
reserves against the various classes of poli- © 
cies, the same interest assumption that is 
implicit in the tables of cash surrender — 
values. 

Policy dividends will be deductible, provid- — 
ed they are paid out of the profits of the © 
participating fund. 


@ (9:00 p.m.) 


All of this will apply only to the Canadian ‘ 
operations of the corporations. The usual 
rules for determining the profits of a branch 
of a company will apply except that we will 
provide by regulation for the computation of © 
the portion of their investment income which 
is attributable to their Canadian operations. 

For Canadian companies, the income pro- — 
ducing assets that will be treated as Canadian 
will be proportionate to the part of their 
over-all actuarial reserves that relate to — 
Canadian business. This will bring a reasona- i 
ble portion of their investment income into 
Canadian taxable income, and at the same 
time, it will not penalize those companies 
which choose to keep most of their assets in 
Canada. 


For non-resident companies, the income- 
producing assets that will be treated as 
Canadian as of January 1, 1969 will be those — 
required to be kept in Canada in accordance 
with the rules of the Superintendent of In- 
surance. The income from other Canadian _ 
assets of these companies will continue to be 
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subject only to withholding taxes. I want to 
emphasize that there is nothing in these 
recommendations to cause these companies to 
withdraw funds from Canada, nor is there 
anything to deter them from investing more 
in Canada. 


For the future, the income-producing assets 
of these companies will be increased by the 
amounts derived from the Canadian opera- 
tions, and reduced by the value of the assets 
_which they choose to transfer to withholding- 
tax status. We will apply our 15 percent 
branch tax only to these transfers. 


It is essential as well, I believe, in terms of 
equity between those who save in the form of 
insurance policies and those who save in 
other forms, to levy some tax on the invest- 
ment income which policyholders receive 
through the insurance companies, either in 
the form of policy dividends or otherwise. 
The Royal Commission proposed valuing 
these elements of investment income each 
year—whether or not received directly by the 
policyholder—and taxing them directly to 
him. We have worked out a much simpler 
and more practical method which should 
achieve substantially similar equity. 

In order to tax those elements of invest- 
ment income actually received by the policy- 
holder before he dies, either through cashing 
in his policy or selling it, we propose to 
include in his taxable income the proceeds of 
the policy less the net amount he has paid for 
it. In most cases his cost would be premiums 
less dividends. For policies already in exis- 
tence the taxpayer could use as his cost to 
date the cash surrender value on the next 
anniversary date of the policy. This will 
ensure that this tax applies only to invest- 
ment income earned after today. 

The regulations which define the taxable 
element of annuity payments will be amended 
so that they are consistent with this treatment 
of insurance policies. Again, the change will 
not affect the treatment of interest earned 
before today. 

This will bring to tax the amounts with- 
drawn by policyholders. There is no compara- 
} ble simple and practical method of taxing in 
‘the policyholders’ hands the investment 
income which benefits them by way of 
reduced premiums or increased policy divi- 
dends. Consequently I am proposing that we 
levy a 15 percent tax on part of the invest- 
ment income of insurance companies. This 
will take the place of a tax on the individual 
policyholders. I will not attempt to give all of 


the details of the computation of taxable 
investment income: they are set out in the 
resolution. However, I would like to mention 
that there are several deductions from total 
investment income to arrive at taxable 
investment income, including deductions to 
recognize that some policies are in respect of 
registered pension plans, and a deduction to 
recognize the special situation with respect to 
outstanding non-participating policies. 

Since this tax will reduce the investment 
income available to the companies, it will be 
a deduction in arriving at taxable income. 

I have tried to assess the effects of these 
taxes on the Canadian life insurance industry. 
Clearly they will reduce its annual accumula- 
tion of income in general contingency re- 
serves—which is as it ought to be, for these 
are business profits not now being taxed. The 
tax on investment income may cause a mod- 
erate increase in the premium rates in the 
future, or at least in the net cost after policy 
dividends, of new policies and it may cause a 
moderate reduction in the policy dividends to 
be paid in future on many outstanding par- 
ticipating policies. 

On balance however the gain in revenue to 
us and to the provinces and the gain in equity 
in treating different channels of savings more 
fairly would outweigh the disadvantages. 'The 
life insurance industry in Canada, both 
foreign and domestic and those who invest in 
it will be taxed fairly by comparison with 
other industries and financial institutions. It 
will be taxed more logically I believe than 
that industry is taxed in other countries, 
including the United States. The industry is 
already having to adjust to changing condi- 
tions and market preferences, and I believe 
this new tax regime—which should remove 
the uncertainty about taxes which has been 
hanging over the industry for years—will 
speed that process. It could lead to new com- 
binations of basic insurance protection and 
savings in various forms, perhaps making 
more effective use of the provisions for 
registered retirement savings plans. 

Estimating the revenue yield from these 
taxes on life insurance companies and with- 
drawals is somewhat hazardous but I believe 
that for the next fiscal year the total revenue 
yield would be about $95 million, of which 
about $40 million would come from the 
indirect tax on investment income. About $10 
million would be provincial revenue. 


I also propose that non-resident companies 
carrying on a general insurance business in 
Canada (that is other than life insurance) will 
include in Canadian taxable income the in- 
vestment income attributable to their Cana- 
dian operations. This will be the income flow- 
ing from the assets related to the Canadian 
branch computed in the same manner as for 
non-resident life companies; other Cana- 
dian investment income of such companies 
would continue to be subject only to with- 
holding tax. This will correct a discrimination 
against Canadian companies carrying on such 
business here, but will not impede the invest- 
ment in Canada of reserves against insurance 
risks elsewhere, 


Reserves of Financial Institutions 


I have reviewed the reserves allowed to 
financial institutions for tax purposes in the 
light of the Report of the Royal Commission 
on Taxation. As a result, I propose now to 
reduce the limits both for mortgage lenders 
and for banks and those cases where the 
reserves are not determined by a detailed 
appraisal of individual accounts but on the 
basis of a general percentage applied to large 
categories, which is the normal practice. 


In view of the loss experience of mortage 
lenders over the past twenty years, I am 
proposing to reduce the limit in section 85G 
of the Income Tax Act from 3 percent of the 
outstanding total of non-NHA mortgages to 
14 percent. I am prepared to entertain alter- 
native practical proposals to differentiate 
between mortgages of different type or qual- 
ity as the Carter Commission proposed, but I 
have not myself yet found a formula that 
seemed better than a single percentage when 
account is taken of the problems of reporting 
and assessment. 

For banks, I am also proposing a limit of 
13 percent applied to the total of the assets 
that are now eligible to be included in com- 
puting reserves. This will represent a cut- 
back of approximately one half from the 
present level of reserves. I am not persuaded 
that more elaborate formulas, of the types 
suggested by the Royal Commission on Taxa- 
tion, are necessary; but I am prepared to 
consider alternatives as long as they lead to 
comparable aggregate results. 


The existing reserves of some of these 
financial institutions, built up over many 
years, are substantially larger than this new 
formula would provide. This mainly applies 
to the banks. The Royal Commission recom- 
mended that transitional arrangements 
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extending up to ten years would be appropri- 
ate for the gradual adjustment of the reserves 


to the new limits. I propose that such a tran- ~ 


sition be authorized. As long as the reserves 
exceed the limit set by the 1% 
formula they would not be increased. The 


percent — 


" 


limit on the reserves for each institution — 


would be reduced year by year on a cumula- 
tive basis in such a way as to reduce the 
authorized excess over the 13 percent ratio 
by an amount each year equal to one tenth of 
the excess for that institution at the end of its 
current taxation year. In most cases a large 
part of this reduction and in some cases all of 
it would be brought about by the growth in 
the assets to which the 14 percent ratio 
applies, but insofar as this was not sufficient 
a portion of the excess would have to be 
brought back into taxable income to accom- 
plish the gradual transition to the new 
authorized ratio. 

I estimate that this change in permitted 
reserves will bring in $45 million of budget- 
ary revenue during 1969-70, as well as some 
revenue to the old age security account, and. 
some increase in provincial revenues. 


Other Measures 


In quite another field I am proposing a 
change in the law to clearly exclude from the 
exemption provided for provincial crown cor- 
porations those cases where persons or corpo- 
rations other than Her Majesty or a munici- 
pality have options to buy shares held by Her 
Majesty or a municipality. It is still possible 


. 


ry 


that corporations in respect of which this is — 


true may be held taxable under the present 
law, since the arrangements in question 
appear to be facades. However, I think we 
should put the matter beyond doubt. 


@ (9:10 p.m.) 


At this time I wish to announce a change 
that will be made in the regulations relating 
to depletion allowances for the operators of 
oil and gas wells and mines. The existing 
scheme contemplates that depletion will be 
calculated as a percentage of production prof- 
its after deducting exploration and\ develop- 
ment expenses. Unfortunately, as the regula- 
tions now read, groups of companies can 
obtain much greater benefits than were 
intended by arranging to have their explora- 
tion and development activities carried on in 
one company and their producton activities 


/carried on in another. The regulations are 
being changed to provide that all exploration 
and development expenses of the group must 
be deducted from production profits before 
depletion is computed. 

I should also like to announce that my col- 
league the Minister of National Revenue 
intends to enforce more thoroughly and in 
finer detail the collection of tax on receipts of 
interest. It has been fairly widely believed in 
recent years—and noted by the Royal Com- 
mission on Taxation—that there appears to 
have been a large volume of interest payments 
to individuals that have not been reported 
or assessed for income tax. It is now feasible 
to match up much more information by 
means of computers with individual tax 
returns than was previously the case, and we 
intend to secure more such information, par- 
ticularly in regard to interest and dividends. I 
believe that such action will produce a nota- 
ble increase in our revenues and that it will 
increase the over-all equity of our tax system. 


With the introduction of medical care 
plans in a number of provinces, taxpayers 
will no longer have to pay certain medical 
costs which formerly were classified as medi- 

cal expenses for tax purposes. I propose that 

we follow the pattern set in 1959 when hospi- 
tal insurance was introduced and amend the 
Income Tax Act to provide that medical 
expenses, as defined in the Act, shall not 
include amounts which are paid on a taxpay- 
ers’ behalf, or for which he is reimbursed, 
under a provincial medical care insurance 
plan which meets the criteria set forth in the 
Medical Care Act. 

The Income Tax Act will be amended to 
provide that the present non-resident with- 
holding tax on royalties paid by a resident of 
Canada to a non-resident shall apply to a 
somewhat wider range of payments. The 
proposed amendment will be based on the 
definition of royalties suggested by the 
O.E.C.D. fiscal committee and used as a model 
by Canada in several of its international tax 
agreements. 

A further measure is intended to help 
farmers who have need of more grain storage 
capacity on their farms. I am thinking in 
particular of the farmers in Western Canada 
who will have to store increased amounts of 
grain this winter and of the corn growers in 
Ontario. It is proposed that amounts spent to 
acquire grain storage facilities may be 
deducted for tax purposes over a short peri- 
od. This will be done by an amendment to the 
income tax regulations and will provide that 
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the capital cost of new buildings, structures 
and bins designed for the purpose of storing 
grain on a farm, acquired in the period 
August 1, 1968 to December 31, 1969, may be 
written-off for tax purposes over a four year 
period. 

I should note at this point that these vari- 
ous changes in the Income Tax Act, other 
than those on life insurance companies and 
financial institutions which I have already 
reported, should increase budgetary revenues 
by about $10 million in 1969-70. Because of 
their nature they will not affect the current 
fiscal year substantially. 


Customs Tariff Resolutions 


I turn now to the Customs Tariff. I am 
reintroducing three sets of resolutions which 
were tabled by my predecessor in the last 
session of parliament. The first set formed 
part of the budget speech which was present- 
ed to the house on June 1, 1967. In the budget 
of November 30, 1967, the rates of excise duty 
on domestic spirits and beer were increased. 
The second set of resolutions provided for an 
increase of the same amount in the customs 
duties on imported spirits and beer. The reso- 
lutions of June 1 and November 30 were con- 
sidered by the committee of ways and means 
last December. 


The third, and by far the largest of these 
sets of resolutions, were those tabled on 
November 6, 1967, implementing Canada’s 
commitments, other than those on chemicals 
and plastics, under the Kennedy Round agre- 
ements. The rates set out in these resolutions 


‘came into effect on a provisional basis on 


January 1 of this year. The resolutions were 
referred to the standing committee on 
finance, trade and economic affairs. After a 
series of public hearings the committee 
recommended them to the house for favoura- 
ble consideration. 


However, parliament was dissolved before 
they could be enacted and an order in council 
was therefore passed on April 25 under the 
authority of section 22 of the Financial 
Administration Act, continuing in effect the 
proposed reductions in duty. I announced at 
the time that collections of the increases in 
customs duties proposed on a few imported 
products were being suspended, but that it 
was the government’s intention to ask the 
next parliament to enact legislation imple- 
menting both the reductions and increases, 
effective from the dates originally proposed in 


the resolutions. The resolutions I am tabling 
tonight will, if enacted into law, have this 
effect. 


Chemicals and Plastics 


The new resolution which I am introducing 
this evening flows from the Tariff Board 
report on chemicals under reference 120. The 
first volume of the board’s report was tabled 
in the house in June 1966. The revised 
schedule proposed by the board in this 
volume formed the broad basis for our Ken- 
nedy Round negotiations on chemicals and 
plastics. In these negotiations the rates of 
duty on chemicals were “bound” at not more 
than 15 percent. The plastics rates were, in 
general, bound at the highest recommended 
rate within any group of products. 

In the Kennedy Round, Canada undertook 
to introduce the concessions offered on chem- 
icals and plastics not later than July 1. It was 
not, in fact, possible to implement the 
proposed new chemical and plastics schedule 
by that date. Accordingly, it was agreed with 
our trading partners that Canada could delay 
putting these concessions into effect to not 
later than January 1 next. As a result of our 
negotiations with the United States, which is 
Canada’s major supplier of chemicals and 
plastics, reductions in the rates of duty on a 
number of chemicals and plastics in terms of 
the present tariff nomenclature were made by 
order in council for the period July 1 to 
December 31. 

As to the tariff structure proposed by the 
Board, the industry proposed and the Board 
recommended the adoption of the so-called 
Brussels Nomenclature. for most of its new 
tariff schedule. This nomenclature is used by 
the major trading countries, with the excep- 
tion of the United States; it is a system for 
classifying goods in headings which are 
grouped into chapters and sections. It also 
contains rules and notes defining the scope 
and priority of the various headings. The 
board recommended that these rules and 
notes be adapted for Canadian use and that 
the Customs Tariff provide that the governor 
in council may prescribe such rules anid notes. 

The schedule proposed by the board is very 
long. In part this is due to the use of this 
Nomenclature and in part because the Board 
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was directed not to make any general changes 
in the margins of preference, i.e. in the differ- 
ence between the British preferential and — 
most-favoured-nation rates of duty. General- _ 
ly, the present rates are 15 percent B.P. anc L 7 
20 percent M.F.N. on chemicals of a kind _ 
produced in Canada, and Free B.P. and 15- 
percent M.F.N. for those not produced in 
Canada. As these chemicals are ruled by the 
Department of National Revenue to be made 
or not made in Canada, they automatically 
move, by this administrative action, from one 
set of rates to the other. 

Accordingly the board, in general, recom- 
mended a very long list of chemicals pro- 
duced in Canada, identified by name, with 


~ 


rates of 10 percent under the B.P. tariff and © 
15 percent under the M.F.N. tariff, and rates | 
of Free B.P. and 15 percent M.F.N. on the — 
residual tariff items providing for chemicals 


not produced in Canada. The structure 
proposed by the board, particularly with 
regard to the preferential tariff, would be less — 
flexible than the present tariff. 

The board’s proposals have given rise to — 
many representations urging a less rigid sys- 
tem. I found considerable merit in these 
representations. It seems to me that both the 
present flexibility and the results intended by 
the Board could be brought about in another 
manner. 

I am therefore proposing that a 10 percent 
B.P. duty be established for certain items in 
the chemical sector and that parliament grant 
authority to the governor in council to lower 
this duty from time to time. This authority 
would be similar to that set out in the Cus- 
toms Act to reduce or remove duties on arti- 
cles used in Canadian manufactures. Thus I 
am presenting for the consideration of the 
house a much shorter schedule than that 
proposed by the board. At the same time I 
should make clear that, by appropriate orders ‘ 
in council, we will ensure that British goods _ 
will face no increases in rates of duty other 
than those fully consistent with the principles 
underlying the board’s proposals. Moreover, — 
for many products imported from Britain 
there will be reductions in rates from 15 per-— } 
cent to 10 percent or even lower rates. a ; 
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| A somewhat similar situation exists with 
|regard to plastics. For these products the 
| board recommended a progression of rates, 
from resins to the more fabricated forms. It 
named those which it felt should be dutiable 
because they were made in Canada or were 
competitive with Canadian made plastics, and 
proposed residual items free of duty, in most 
‘cases, for those not named. 

Representations were received to the effect 
that the Board’s proposals provided no assur- 
ance of protection when new products are 
made in Canada. It appears to me that there 
is validity in this view. On the other hand, it 
is important to have a procedure for free 
entry when circumstances warrant, so as to 
avoid imposing unnecessary costs on Cana- 
dian users. Accordingly, I propose that rates 
of duty higher than those proposed by the 
‘board be established for the residual items, 
and that the governor in council be given .au- 
thority to waive, reduce or restore these 
duties. This procedure will permit a shorten- 
ing of the list of statutory tariff items in the 
plastics schedule. 


@ (9:20 p.m.) 


I am also recommending a few other depar- 
tures from the board’s proposed schedule, 
based for some products on new information, 
on new production in Canada or to meet cer- 
tain problems not foreseen by the board. All 
the changes I am proposing are consistent 
with our international commitments. 

It goes without saying that I have received 
a large number of representations for changes 
from the board’s proposals, many for higher 
duties which are not being met in the resolu- 
tions I am tabling. One I would like to men- 
tion in particular relates to the board’s 
recommendation on polyethylene. This is an 
important issue but I am not willing to pro- 
pose any changes in the duties on polyethyl- 
ene as recommended by the board without a 
further study by the Tariff Board. According- 
ly, I am asking the board for a thorough but 
prompt review of the current status of 
polyethylene. 

In order to meet our new international 
obligations our new chemical and _ plastics 
tariff must be in effect by January 1 next. 


Other Tariff Questions 

I have received a number of representa- 
tions for other changes in the Customs Tariff. 
However, I have decided that these should be 
held over for consideration until a later 
occasion. 


I am also tabling a resolution regarding the 
implementation of our obligations under the 
“Anti-dumping Code”. A proposal regarding a 
bill to achieve this objective is already before 
members in the form of a White Paper. I 
would not suggest that we proceed with this 
resolution until the standing committee has 
examined the draft bill. Members will be 
aware, of course, that we are committed, 
under the GATT, to revise our anti-dumping 
procedures by January 1 next. 

The changes in the chemical tariffs which 
I have proposed above and in the anti- 
dumping duties will have I believe only a 
minor effect on customs revenues. It is very 
hard to set a figure on them because of the 
rather complicated changes in many small 
flows of import trade that are involved. 


Central Fiscal Problem 


I return now, Mr. Speaker, to our central 
fiscal problem and the revenues that we must 
raise to meet our forecast requirements this 
fiscal year and next. 


In respect of the current fiscal year I have 
come to the conclusion that tax measures 
introduced now to secure enough revenue to 
balance the budget this year would have to 
be so severe that they would be damaging to 
the Canadian economy. Therefore I feel we 
should look ahead to next year and determine 
what we need, and put it into effect as soon 
as we can. 


The measures I have already outlined 
should increase our total budgetary revenue 
for next fiscal year, 1969-70, by $130 million 
and add $10 million to our extra-budgetary 
receipts. However, they would leave our 
budgetary revenues about $710 million short 
of the initial forecast of aggregate expendi- 
tures I made of roughly $11,670 million. 
Clearly a deficit of this order of magnitude 
next year is quite contrary to the economic 
and fiscal policies I believe necessary, and we 
must raise substantially more revenue to 
meet it. 


In selecting further changes to accom- 
plish this purpose I have in mind that next 
year we shall be engaged in our major tax 
reform legislation and will then have in view 
our requirements for 1970 and beyond. We 
will be taking into account the fact that our 
income and corporation tax surcharges of 3 
per cent enacted early this year will termi- 
nate at the end of 1969. Regard must also be 


P= 4! 
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had to the non-recurring revenue effects of 
the change in timing of the payment of tax 
by corporations. 


Further Tax Measures 


In view of this consideration I feel we can 
secure a part of what we require for 1969-70 
by completing the moving forward of the 
dates of payment of the corporate income 
tax—bringing it then in line with the current 
payments on account which we are required 
to make from wages and salaries. I therefore 
propose that in taxation years following their 
next taxation year corporations be required 
to commence payment of their instalments of 
tax in the first month of their taxation year 
to which it relates and complete the instal- 
ments in the twelfth month. They will make 
their final adjusting payment, as now provid- 
ed, by the end of the third month of the 
following taxation year. In order to make the 
transition to this system I propose that corpo- 
rations be required to pay their instalments 
of tax in respect of their next taxation year 
in ten instalments commencing in the third 
month of the taxation year and terminating in 
the twelfth month. This acceleration will 
yield us about $275 million of revenue in the 
1969-70 fiscal year. The effects of this acceler- 
ation on corporate liquidity will be offset to a 
significant degree by the completion of repay- 
ment of the refundable tax on corporate prof- 
its during 1969-70. 


The remainder of the additional revenue 
required I propose to obtain by adding to the 
Old Age Security Tax on personal incomes an 
additional similar Social Development Tax at 
half the rates of the former. This Social 
Development Tax will be 2 per cent on taxa- 
ble income up to a maximum tax of $120 per 
annum. It would go into effect January Ist. I 
estimate it would add some $55 million to our 
revenues in the current fiscal year and about 
$440 million in the next fiscal year. 


I gave serious attention to alternative 
sources of additional revenue, including for 
example an increase in our general sales tax 
which would produce comparable amounts. 
But I concluded that what I am proposing 
would be the fairest and best, all things con- 
sidered, including the desirability of not add- 
ing to the rate of increase of prices and costs 
of production. 

I recognize that provincial governments 
will be concerned about parliament using any 
form of income tax at this time when clearly 
the provinces would like to get a larger share 
of it. I believe however that the total income 
tax including this addition and the higher 
rates of provincial tax applicable in Manitoba 
and Saskatchewan is within the capacity of 
Canadians to bear. 


At this point Mr. Speaker, I would like to 
have the permission of the house to insert 
some small tables in Hansard. One would illus- 
trate the effect of the new Social Develop- 
ment Tax on the total of taxes on income paid 
by a married man with two children. The 
second one gives the estimated yield of our 
various taxes in the current fiscal year, after 
taking account of the changes I have proposed. 
I also include last year’s figures for com- 
parison. The third table summarizes our 
budgetary position for the current fiscal year 
and for the next fiscal year, taking the 
revenues from the tax changes into account. 
I shall also include with the Budget papers at 
the conclusion of this speech, if the House 
will agree, tables giving the budget for 1968- 
69 on a national economic accounts basis and 
a reconciliation with the budgetary accounts. 


Mr. Speaker: Is this agreed? 


Some hon. Members: Agreed. 
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Married taxpayer—two children eligible for family allowances 


Income 


342 

NS RAE sR AMRS NOR a SYNC Tee) ane 1,109 
EERSTE al Sani var cia i AN ea 1,644 
ny Oe Nn caring eat eI 3,294 
Mee 8280. Ales ealie de Mek Bitte lamas’) 7,790 


TABLE 2 


BupGeETARY AND Op AGr Srcuriry REVENUES 
($ million) 


To finesen tne THE PRoposED sae DEVELOPMENT Tax On TAGs 


Present Tax) 


\ 1967-68 
Actual 
TARY REVENUES 

ROMAIN COMLE HULK ants har aileceusie vin aby tists Maro te BME Stave ates oe rein ‘2,850 
! orporation “TN CGI NOYES Tap CoA TTA EO MELD bone rial CUPL e Honan MraCR ob ecertn 1,671 
sTSRESTUGISTGM HD oe ee oO aE a nee P ar a ce eerie ite ee ueeete w atare Meade sal 
I RH, Si, REM rant, Na Wve D) Menie a Mme em Pad Ae SS FL ON 102 
PR ay Mec. 4 SLT Lee Ate e otin | Dy Mielec aps ol btitayit hw Sieuann am meh 746 
LM ac CRS ESTE SMe aie Wt We AS Cnoh eld AN Re © OMT L AC AT Vag 1,601 
ae Giuitites Sins LAP eieahn och clam CORA ats canbe acon do Hgreu Bird aoabepo a hoe 826 
SENG HETIERAKES Tear Paci odie bev ete te eh erence aa ataro. a) Stoned aloes 8,017 
Se THEME LISI ea rate OI EARS Ohara en cinta cre Oho putea, = season G 1,060 
RICE UATY. TOV ENUCK 05s «sive. use debian cy winery ereleitiple e's baime sine Bie eg 9,077 

CURITY REVENUES 
MCOMIE VAX. .nne- 2 as cdieln sje cins Sess sae shame cadt as Moat arsie iste estscee 800 
150 
545 
1,495 


Proposed 
New Social 
Development Tax — 


$ 
16 
26 
36 
46 
66 
86 
106 
120 
120 — 
120 


s is the combined federal and provincial income tax including the old age security tax and the temporary 
,in isi provinces except Quebec, Manitoba and Saskatchewan. The taxpayer is assumed to take the optional 
stan: ard deduction of $100 in lieu of deductions for medical expenses and charitable donations. 


1968-69 


(After tax 


changes) 


18 


TABL 


E 3 


BupGetary REVENUES AND EXPENDITURES © 


1968-69 1969-70 
($million) ($ million) 
< a) 
Budgetary Revenues before Tax Changes.............0.0cccceeeecueuctaceces 10, 050 10,830 
LENG NAS aoa ANE, AOU hah cae 9 a em a Aa ee 55 845 
Budgetary Revenues after Tax Changes.........5....0cccceceecececcececeecs 10, 105 11,675 
Budgetary SCHON GCC meant eee RT Seem a Mme. Mans Seren, Va, Oat 10,780 11,670 
Budgetary Deficit (—) or Surplus (+)....0..... ccc ccc ecu ceecetececteetenes —675 +5 


Budgetary Position after Tax Changes 
a ESS 


As these tables indicate, our position for 
the current fiscal year, 1968-69, would show 
total budgetary revenues of $10,105 million 
and total budgetary expenditures of $10,780 
million, leaving a deficit of $675 million. Our 
net extra-budgetary requirements, apart from 
exchange transactions, I am now forecasting 
at $600 million for the year as a whole. 


For next year, 1969-70, the tax measures I 
have proposed should bring the budget into 
balance. I forecast total budgetary revenues 
of $11,675 million and budgetary expenditures 
at $11,670 million. As far as can be estimated 
at this early stage, on a national economic 
accounts basis the budget would involve a 
surplus of roughly $250 million. Our extra- 
budgetary requirements, apart from foreign 
exchange transactions, will probably be in the 
neighborhood of $600-700 million. 


In spite of its timing, I think it .will be 
obvious to all, that this is no “baby” budget. 
It is a new budget, by a new government, but 
it is not an easy budget. It is one which, I 


“J 
believe, will ensure that we have a sound 
economic and financial base from which to 
move forward through a new period of 
balanced expansion and social progress. ae 

As I have suggested, this is the prospect for — 
the years immediately ahead. Our trained and 
growing labour force, our resources, our — 
industrial plant and our ability to save, will | 
make it possible to do more and more of the 
things we recognize as essential and worth — 
while. But there are problems to grapple | 
with, as well as opportunities to seize. The ¥ 
government, through this budget, is prepar-_ 
ing to meet both challenges. x 

With your permission, Mr. Speaker, I 
should like now to table the resolutions which — 
I propose to move in committee of ways and 
means. In accordance with the usual proce- ; 
dure, these contain some detailed points 
which have not been mentioned in the speech — 
and I should like them to be attached as an_ 
appendix to today’s Hansard. 


[Editor’s Note: For Ways and Means Reso- 
lutions, see Appendiz.] 
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FEDERAL GOVERNMENT REVENUE AND EXPENDITURE 
ON NATIONAL ACCOUNTS BASIS 


A. REVENUE 
hee 


2 
3. 
4, 
5 
6 


and government pension funds 


. Total revenue 


. Employer and employee contributions to soc 


1968-69 
Forecast after 


1966-67 Tax Changes 


1967-68 


(millions of dollars) 


orton eae eS 3,153 3,750 4,290 
LIARS Mer og 1,673 1,665 1,915 
ER ed, Meee 9 205 226 230 
ee Shee ee 3,648 3, 683 3,905 
Reis Poienagha ds 689 836 915 
ial insurance 

SURO cites 700 723 870 
yet Orne ee 10,068 10, 883 12125 
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B. EXPENDITURE 
iP G Oodcrandiservicesdefence 2.50; Hh tis en 1,698 1,816 1,820 
Wm coodsrancdisenvices* Others 7a. keene ad ee ne De alyl 2,572 2,960 
So MAE EPIOTS*COPETSONS. 2.0. sheds tht ee ek ee) 2,573 3,021 3,350 
Bemnverestronppu bic debt). aveas cath tA ee 1,156 1,267 1,440 
Sis ASPEN DSSIGUTSS 5 oat ta PTE EE ai OIE ab Cue lO 381 395 415 
Gem CapiutlAssistance,.s 4/05. seh heeded ane eee es. 64 G2; 85 
7. Transfers to other levels of government..................... ity iAlZ 2,142 2,490 
Sean ee CeXPCAMICUTE NS ko. SAT eh eh oO tera ate a ee ee ee 9,901 11, 285 12,560 
ee SURPLUSC> moneaaricrn (=)... oY s so he eats ee we, eh +167 —402 —435 


FEDERAL GOVERNMENT EXPENDITURE 


Pusuic Accounts and Nationat Accounts RECONCILIATION 


1966-67 1967-68 1968-69 


(millions of dollars) 


ee DUC PCbarVgeXDeNUICUCM ae erin acu. crepe ian tntan emg Ru cies: hat 8,780 9,869 10, 780 
DEpwct: 
ae Budgetary transfers to funds and agencies .................... —598 — 682 —737 
Be Post Office expenditure............... Ser Meath efOd nd Sas e ahrs — 269 —302 —356 
4, Deficit of government business enterprises...................05 — 68 — 85 —106 
Bs Reserves andiwrite-ofishinen see, Mle pues, cues Utne —177 — 32 — 91 
6. iRorehase olexistine capital asserstaess oe ae eee. — 5 — 6 — 9 
Ue Budgetary revenue items off-set against budgetary expend- 

ABUT OLA ren an crak cic ta on ute ny rte Pen reemnhe biver Piet et IA FS. Tag a ae case Pa —112 —132 — 87 

(—1, 229) (—1, 239) (—1, 386) 

ADD: 
Extra budgetary funds expenditure: 

8. Old:Ace: Securitysbenetibsa yee seas se erento ee 1,073 1,388 1,542 
9. Unemployment insurance benefits..................0ccccee 307 389 454 
M0. Government; pensionsaee + semN winnaar eee 129 137 152 
11 Prairie farm emergency payments............-....eeeeceee 3 9 vi 
(1,512) (1,923) (2,155) 

12. Expenditure of government funds and agencies ............... 608 607 728 
iB} Mascellaneous’*)./: lckt ane ated Siti ee emmnien tan Itt ce Ee ie 230 125 283 
14. Total expenditure, national accounts basis.................eee000-. 9,901 11, 285 12,560 
15. Surplus (+) or deficit (—), national accounts basis................. +167 —402 —435 
16. Surplus (+) or deficit (—), budgetary basis.....................05. —422 —792 —675 


® In the national accounts, budgetary appropriations to various funds and agencies are replaced by the expend 
itures actually made by these funds and agencies. 

©) The largest components of this item consist of revenue from sales of goods and services by the government. 
These sales appear as final expenditure of the private sector and are deducted to avoid double counting. 

3) This item includes the supplementary period adjustment. In the national accounts, expenditure on goods and 


services in the supplementary period are split evenly between adjacent fiscal years; most other expenditure items are 
shifted entirely to the next fiscal year. 
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FEDERAL GOVERNMENT REVENUE 


Pusiic Accounts AND NaTIoNAL ACCOUNTS RECONCILIATION 


1968-69 
Forecast after 
1966-67 1967-68 Tax Changes 


(millions of dollars) 


BepmEr ERNE TeV ONUG oy <8 eck Tae W yoko wiley s gis eo Dame bis « ee ia 8,358 9,076 10,105 
Depuct: 
2 Bud vetaryarevunn OM INVEStOEN bt, sc. .2 forse cieclocicws cdcsdivece's « —519 —612 —685 
38 ACER ODN CORLE VNC sg Nee oiiucan nia ctale siete eyi.s fr solae, seated exenena —253 — 282 —335 
4, Other non-tax budgetary revenues...............ccceeeeee eens —146 —166 —115 
(—918) (—1, 060) (—1, 1385) 
5. Corporate income tax, excess of accruals (+) over collections (—).. —70 —156 —295 
ADD: 
Extra-budgetary funds revenue: 
6 Oldtagelsecunity taxesic.tes oom saint cckidenid traced 1, 286 1,495 1,625 
1h Unemployment insurance fund—employer-employee 
GOIN OM AAO en A okie Ae AN na Onn ate ie ee eee 345 344 41} 
8. Government pension funds—employer-employee contri- 
x NUGT OTS ene GAG, nate PERL eats een eer tor Wiehe be Rab 355 : 379 459 
9 Prairie Farm Assistance Act levies.................-.- 11 11 11 
(1, 997) (2, 229) (2,506) 
Government investment income: 
10. Interest on loans, advances and investments........... 289 347 373 
1 Interest receipts on social insurance and government 
PEDSLONMUNGS ise ay ee AR ee SEE ie 206 235 258 
12. Profits before taxes (net of losses) of government business 
CHUCTDLISESE | Knees aie crn es tee crac eshte AS 194 254 280 
; (689) (836) (915) 
Hse vscollancousn ak ear bys Ohe ck Goth havicae oe ace eee ew 1 —42 29 
14. Total revenue national accounts basis.................ccccescecccss 10, 068 10, 883 123125 


®These miscellaneous adjustments represent revenues from miscellaneous direct and indirect taxes and ad just- 


ments for the supplementary period. In the National Accounts, revenues in the supplementary period are shifted 
into the following fiscal year. 
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od. That subsection (1) of section 2 of the Customs Tariff be amended by 
adding thereto, immediately after paragraph (m) thereof, the following para- 


graphs: 


(n) “wire” 


(7) 


(it) 


(iii) 


when applied to copper or copper alloys containing fifty per 
cent or more by weight of copper means 


(A) a drawn, non-tubular product of any cross-sectional shape, 
in coils or cut to length and not over 0.50 inch in maximum 
cross-sectional dimension, or 


(B) a product of solid rectangular cross-section in coils or cut 
to length, cold-rolled after drawing and not over 1.25 inches 
in width nor over 0.188 inch in thickness, 


when applied to aluminum or aluminum alloys means a non- 
tubular product of rectangular or Square cross-section (whether 
or not with rounded corners), or of round, hexagonal or octag- 
onal cross-section, in coils or cut to length and not over 0.50 
inch in maximum cross-sectional dimension, and 


when applied to metals other than iron, steel, copper, copper 
alloys containing fifty per cent or more by weight of copper, 
aluminum or aluminum alloys means a drawn, non-tubular 
product of any cross-sectional shape, in coils or cut to length 
and not over 0.50 inch in maximum cross-sectional dimension; 
and 


(0) “wire of iron or steel” means a drawn, non-tubular product of iron 
or steel 


(7) 
(it) 


if in coils, with any cross-sectional shape or dimension, 


if in straight cut lengths, with a maximum cross-sectional 
dimension of 0.50 inch, or 


(111) tf cold-rolled flat after drawing, with a maximum width of 0.50 


inch, in coils or in straight cut lengths. 


6. That section 13 of the Customs Tariff be amended by repealing subsec- 
tion (1) of section 13 thereof and by substituting therefor the following: 


13. (1) The Minister may order 
(a) that in lieu of the-ad valorem rate of duty or the free rate of duty, 


(b) 


the 


specific duty provided for in tariff items 8702-1 to 8710-1 


inclusive, 8712-1, 8715-1, Stli=1, 8719-1 <.to.. 8722-1 inclusive, 
8724-1, 8728-1, 9201-1 to 9203-1 inclusive, 9205-1, 9206-1, 9208-1, 
9210-1, 9211-1, 9402-1 and 9500-1 shall apply, and 


that in lieu of the free rate of duty, the ad valorem rate of duty pro- 
vided for in tariff items 8713-1, 8718-1, 8727-1, 8729-1 and 9207-1 
shall apply, 


10 


to goods described in the order imported through ports in a region or part of 


Canada during such period or periods as may be fixed by the Minister. 


7. That the Customs Tariff be amended by adding thereto, immediately * 


after section 18 thereof, the following section: 


y 


S 


19: (1) There shall be levied, collected and paid as a Customs duty on all — 


goods hereinafter enumerated in this section when imported into Canada or 
taken out of warehouse for consumption therein, in addition to the duties 


otherwise established, an amount equal to the amount that would have been. 


imposed, levied and collected thereon under the Excise Act as excise duties if 


(a) in the case of goods enumerated in tariff items 15605-1, 15610-1, 
15615-1, 15625-1, 15627-1, 15630-1, 15635-1, 15640-1, 15645-1 and 
15650-1, the goods were “spirits” within the meaning of the Excise 


4 


Act and were “distilled in Canada” within the meaning of that Act; : 


(b) in the case of brandy enumerated in tariff item 15620-1, the brandy | 


were “Canadian brandy” within the meaning of the Excise Act; 


(c) in the case of ale, beer, porter and stout enumerated in tariff item 
14700-1, the goods were “beer or malt liquor” within the meaning of 
the Excise Act; and 

(d) in the case of cigars, cigarettes and tobacco enumerated in tariff 
items 14305-1, 14315-1, 14400-1, 14450-1 and 14500-1, the goods 
were “tobacco, cigars and cigarettes manufactured in Canada” 
within the meaning of the Excise Act. 


ate 


a Or ed 


(2) The Minister may make such regulations as are deemed necessary fel 


carrying out the provisions of this section and for its enforcement. 


>. 


8. That Schedule A to the Customs Tariff and each order in council made ‘ 


under section 10 of the Customs Tariff and section 273 of the Customs Act 
reducing the duty on goods be amended by striking out tariff items 400-1, 
503-1, 504-1, 600-1, 702-1, 704-1, 705- 1, 800-1, 815-1, 820-1, 835-1, 910-1, 
935-1, 1002-1, 1205-1, 1300-1, 1305- 1, 1400-1, 1510-1, 1515-1, 1520-1, 1605-1, 
1610-1, 1805-1, 1900-1, 2000-1, 2005- 1, 2010-1, 2015-1, 2100-1, 2200-1, 2300- aim 
2500-1, 2600-1, 2700-1, 3005-1, 3010- 1, 3015-1, 3020-1, 3105-1, 3200-1, 3300-1, 


3400-1, 3500-1, 3915-1, 3920-1, 3930-1, 3940-1, 4000-1, 4100-1, 4200-1, 4205-1, © 


4305-1, 4500-1, 4505-1, 4600-1, 4710-1, 4800-1, 4900-1, 5000-1, 5300-1, 5900-1, 


6300-1, 6400-1, 6500-1, 6505-1, 6600-1, 6605-1, 6700-1, 6800-1, 6900-1, 6910-1, 


7000-1, 7105-1, 7110-1, 7110-2, 7110- 3, 7110-4, 7200-1, 7220-1, 7225-1, 7300- i 
7300-2, 7300-3, 7300-4, 7300- 5, 7300-6, 7300-7, 7300-8, 7300- 9, 7300-10, 
7300-11, 7300-12, 7300-13, 7300- 14, 7305-1, 7310-1, 7401- 1, 7402-1, 7403-1, 
7501-1, 7502-1, 7601-1, 7602-1, 7603- 1, 7610-1, 7615-1, 7625-1, 7705- 1, 7710-1, 
7800-1, 7900-1, 8101-1, 8102- 1, 8103-1, 8104-1, 8205- 1, 8210-1, 8215-1, 8220-1 


8225-1, 8235-1, 8235-2, 8315 -1, 8505-1, 8510-1, 8705-1, 8707-1, 8708-1, 8710-1, 


8713-1, 8718-1, 8719-1, 8720-1, 8725-1, 8726-1, 8727- 1, 9003-1, 9010-1, 9010-2 
9015-1, 9015-2, 9020-1, 9025-1, 9030-1, 9035-1, 9040-1, 9045-1, 9100- 1, 9201-1, 
9202-1, 9204-1, 9205-1, 9207-1, 9208-1, 9209-1, 9212-1, 9300-1, 9402- 1, 9510-1, 
9915-1, 9935-1, 9945-1, 9950-1, 10200-1, 10500-1, 10520-1, 10525- 1, 105351, 
10540-1, 10545-1, 10550-1, 10555-1, 10605-1, 10701- -1, 10900-1, 10900-2, 


’ 
i 


= 


7 


: 
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10900-3, 10900-4, 10900-5, 11000-1, 11300-1, 11500-1, 11600-1, 11901-1, 
11902-1, 11903-1, 11904-1, 12001-1, 12002-1, 12003-1, 12004-1, 12100-2, 
12200-1, 12301-1, 12302-1, 12303-1, 12400-1, 12405-1, 12405-2, 12505-1, 
12600-1, 12700-1, 12805-1, 12900-1, 13000-1, 13300-1, 13800-1, 14100-1, 
14201-1, 14202-1, 14205-1, 14210-1, 14305-1, 14310-1, 14315-1, 14400-1, 
14500-1, 14700-1, 14705-1, 15201-1, 15202-1, 15203-1, 15204-1 15205-1, 
15206-1, 15207-1, 15209-1, 15215-1, 15300-1, 15605-1, 15610-1, 15615-1, 
15620-1, 15625-1, 15625-2, 15630-1, 15635-1, 15640-1, 16002-1, 16101-1, 
16102-1, 16102-2, 16102-3, 16800-1, 16805-1, 17900-1, 18010-1, 18030-1, 
18100-1, 18105-1, 18700-1, 19200-1, 19200-2, 19205-1, 19210-1, 19215-1, 
19220-1, 19235-1, 19240-1, 19300-1, 19500-1, 19700-1, 19700-2, 19710-1, 
19800-1, 19800-2, 19900-1, 19900-3, 19905-1, 19910-1, 19915-1, 19930-1, 
19945-1, 19960-1, 20839-5, 22800-1, 22800-2, 22800-3, 23200-1, 23205-1, 
23210-1, 23215-1, 23230-1, 23400-1, 23500-1, 23505-1, 23510-1, 25800-1, 
25900-1, 25905-1, 25910-1, 25915-1, 26505-1, 26505-2, 26515-1, 26605-1 
27603-2, 27606-1,-. 27609-1, 27612-1. -27615-1..) 27618=1,. 2762-1)" 27624~1, 
27627-1, 27630-1, 27633-1, 2763621, 27639-1, 27642-1, 27645-1, 27648-1, 
27651-1, 27654-1, 27657-1, 27660-1, 27663-1, 27666-1, 27669-1, 27672-1, 
27675-1;.27678-1; ..2768141,:. 27700-1, »28110-1,. -28200-1, 28205-1, 2821551, 
28400-1, 28410-1, 28415-1, 28700-1, 28800-1, 28805-1, 28900-1, 29000-1, 
29100-1, 29300-1, 29400-1, 29525-1, 29615-1, 29625-1, 29650-1, 30000-1, 
30400-1, 30500-1, 30510-1, 30520-1, 30525-1, 30530-1, 30535-1, 30605-1, 
30610-1, 30710-1, 30715-1, 30800-1, 30900-1, 31000-1, 31100-1, 31215-1, 
31300-1, 31400-1, 31400-3, 31600-1, 32202-1, 32300-1, 32606-1, 32609-1, 
32612-1, 32700-1, 33700-1, 33800-1, 33900-1, 33905-1, 33910-1, 34505-1, 
34710-1, 34800-1, 34815-1, 34820-1, 34825-1, 34900-1, 34905-1, 34905-2, 
34910-1, 35000-1, 35100-1, 35105-1, 35110-1, 35115-1, 35200-1, 35215-1, 
35216-1, 35220-1, 35301-1, 35302-1, 35303-1, 35304-1, 35305-1, 35306-1, 
35307-1, 35310-1, 35400-1, 35405-1, 35410-1, 35515-1, 35520-1, 35700-1, 
35800-1, 36100-1, 36200-1, 36205-1, 36210-1, 36215-1, 36215-2, 36505-1, 
36600-1, 36605-1, 36610-1, 36700-1, 36800-1, 36900-1, 37000-1, 37400-1, 
37501-1, 37502-1, 37503-1, 37504-1, 37505-1, 37700-1, 37905-1, 37910-1, 
88010-1,.-38105-1, 38110-1, 38202-1) 3820341. °-98204-1, -38205-1, 38715-1, 
39000-1, 39200-1, 39205-1, 39401-1, 39402-1, 39403-1, 39700-1, 40000-1, 
40005-1, 40101-1, 40102-1, 40103-1, 40104-1, 40105-1, 40106-1, 40107-1, 
40200-1, 40205-1, 40205-2, 40205-3, 40210-1, 40211-1, 40215-1, 40220-1, 
40225-1, 40230-1, 40235-1, 40240-1, 40301-1, 40302-1, 40303-1, 40304-1, 
40305-1, 40306-1, °40307-1, 40308-1, 40309-1, 40401-1, 40402-1, 40510-1, 
40602-1, 40705-1, 40954-1, 40960-1, 41110-1, 41430-1, 41515-1, 41520-1, 
(41535-1, 41540-1, 41545-1, 42200-1, 42205-1, 42400-1, 42405-1, 42505-1, 
Ao5t5et, 42610-1,. 42701-1,. 42701-2; .42702-1; 42703=1, 42704-1, -42705-1, 
4970621, .42707-1, 42708-1, 42711-1, 42720-1, 42729-1, 42732-1, 42735-1, 
42738-1, 42750-1, 42753-1, 42761-1, 42762-1, 42805-1, 42815-1, 42815-2, 
42820-1, 42907-1, 42908-1, 43000-1, 43005-1, 43010-1, 43011-1, 43025-1, 
43030-1, 43035-1, 43120-1, 43135-1, 43140-1, 43200-1, 43205-1, 43210-1, 
43215-1, 43220-1, 43405-1, 43410-1, 43420-1, 43421-1, 43430-1, 43800-1, 
43803-1, 43807-1, 43810-1, 43819-1, 43824-1, 43829-1, 43832-1, 43833-1, 


cad | 
Pe bn ; 
. 
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43845-1, 43910-1, 43915-1, 43920-1, 43930-1, 44003-1, 44003-2, 44009-1, 
44016-1, 44034-1, 44043-1, 44044-1, 44047-1, 44048-1, 44052-1, 44100-1, 
44300-1, 44330-1, 44335-1, 44400-1, 44405-1, 44410-1, 44500-1, 44502-1, 
44504-1, 44506-1, 44508-1, 44510-1, 44512-1, 44514-1, 44516-1, 44518-1, 
44520-1, 44524-1, 44526-1, 44600-1, 44603-1, 44606-1, 44612-1, 44621-1, 
44627-1, 44636-1, 44637-1, 44700-1, 45005-1, 45100-1, 45105-1, 45110-1,. 
45116-1, 45120-1, 45130-1, 45300-1, 45600-1, 46105-1, 46205-1, 46230-1, 
46505-1, 46510-1, 46700-1, 46800-1, 47000-1, 47100-1, 47105-1, 48900-1, 
49400-1, 49500-1, 49600-1, 49900-1, 50000-1, 50005-1, 50100-1, 50200-1, 
50205-1, 50210-1, 50215-1, 50220-1, 50300-1, 50400-1, 50500-1, 50500-2, 
50505-1, 50510-1, 50515-1, 50520-1, 50525-1, 50530-1, 50600-1, 50600-4, 
50610-1, 50615-1, 50620-1, 50635-1, 50705-1, 50710-1, 50715-1, 50720-1, 
50725-1, 50800-1, 50900-1, 51100-1, 51100-2, 51100-3, 51100-4, 51100-5, 
91105-1, 51120-1, 51200-1, 51300-1, 51400-1, 51500-1, 51600-1, 51700-1, 
51800-1, 51805-1, 51901-1, 51902-1, 52010-1, 52107-1, 52201-1, 52202-1, 
92203-1, 52204-1, 52205-1, 52208-1, 52305-1, 52310-1, 52500-1, 52800-1, 
93010-1, 53020-1, 53105-1, 53110-1, 53115-1, 53120-1, 53205-1, 53210-1, 
93215-1, 53220-1, 53225-1, 53230-1, 53235-1, 53305-1, 93310-1, 53405-1, | 
53410-1, 54010-1, 54105-1, 54107-1, 54120-1, 54125-1, 54205-1, 54210-1, 
94215-1, 54216-1, 54305-1, 54310-1, 54315-1, 54320-1, 54325-1, 55106-1, 
95107-1, 5511@-1, 55205-1, 55210-1, 55301-1, 95302-1, 55303-1, 55910-1, 
95920-1, 55930-1, 55935-1, 56005-1, 56010-1, 56015-1, 56025-1, 56105-1, 
56110-1, 56120-1, 56205-1, 56206-1, 56210-1, 56225-1, 56230-1, 56235-1, 
96240-1, 56300-1, 56500-1, 56510-i, 56515-1, 56520-1, 56521-1; 56611-1, 
56700-1, 56805-1, 56810-1, 56820-1, 56821-1, 56905-1, 56910-1, 56915-1, 
57000-1, 57010-1, 57015-1, 57105-1, 57110-1, 57200-1, 57205-1, 57300-1, 
97305-1, 57401-1, 57402-1, 57410-1, 57600-1, 57800-1, 57901-1, 58000-1, 
58800-1, 58805-1, 59605-1, 99705-1, 59720-1, 59725-1, 59730-1, 59735-1, 
99745-1, 59805-1, 59810-1, 59815-1, 59820-1, 60300-1, 60410-1, 60425-1, 
60505-1, 60515-1, 60600-1, 60705-1, 60710-1, 60800-1, 61100-1, 61105-1, 
61110-1, 61120-1, 61205-1, 61300-1, 61400-1, 61500-1, 61605-1, 61630-1, 
61635-1, 61700-1, 61800-1, 61815-1, 61905-1, 62200-1, 6§2300-1, 62405-1, 
62410-1, 62410-2, 62410-3, 62415-1, 62420-1, 62500-1, 62800-1, 62900-1, 
63300-1, 63400-1, 64700-1, 64800-1, 64800-2, 65100-1, 65105-1, 65200-1, 
65300-1, 65500-1, 65505-1, 65610-1, 65615-1, 65620-1, 66315-1, 66320-1, 
66325-1, 66330-1, 66335-1, 66340-1, 66500-1, 66505-1, 67000-1, 68300-1, 
68905-1, 71100-1, 71100-5, 71100-6, 71100-11, 71100-13, 81400-1, 82400-1 
and 83990-1, and the enumerations of goods and the rates of duty set opposite 
each of those items, and by inserting in Schedule A to the Customs Tariff the 
following items, enumerations of goods and rates of duty: 
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‘11. That the Customs Tariff be amended by adding thereto, immediately 
a ter section 10 thereof, the following section: 


10A. The Governor in Council, on the recommendation of the Minister of 
Finance, may from time to time reduce or remove any duty applicable under 
any tariff item in Chapters 915, 928, 929 and 939 of Group XII of Schedule A, 
with the exception of tariff items 93901-61, 93901-71 , 93901-75, 93902-61, 
93902-71, 93902-75, 93903-71, 93903-75 and 93907-1 , on any goods clas- 
sified, for purposes of this Act, under any one of the said utems, and the reduc- 
tion or removal shall apply under such conditions and for such period as may 
be specified by the Governor in Council. 


12. That the Customs Tariff be amended by adding thereto, immediately 
after section 15 thereof, the following section: 


15A. (1). The Governor in Council, on the recommendation of the Minister, 
may from time to time by regulation prescribe rules for, and explanatory notes 
to assist in resolving conflicts or doubts respecting, the interpretation of the 
several descriptions of goods in Group XII of Schedule A, set forth under the 
group designation “Products of the Chemical, Plastics and Allied Industries’. 


(2) In the formulation of the rules and explanatory notes to be prescribed 
by the Governor in Council pursuant to subsection (1), the Governor in Council 
shall be guided, as nearly as may be, by the Nomenclature for the Classification 
of Goods in Customs Tariffs published by the Customs Co-operation Council 
in Brussels (commonly known as the ‘Brussels N omenclature’”’), including the 
rules for the interpretation of the said Nomenclature, the section and chapter 
notes and the headings, and the Explanatory Notes to the Brussels Nomen- 
clature published by the said Council, as amended from time to time. 


a 13. That section 19 of the Customs Tariff as proposed by Resolution 7 be 
amended by repealing paragraph (a) of subsection (1) thereof and by substituting 
therefor the following: 


(a) in the case of goods 

(7) enumerated in tariff items 15605-1, 15610-1, 15615-1, 15625-1, 
15627-1, 15630-1, 15635-1, 15640-1, 15645-1, 15646-1 and 
15647-1, the goods were “spirits”? within the meaning of the 
Excise Act and were “distilled in Canada” within the meaning 
of that Act, and 

(t2) enumerated in tariff item 15646-1, subsections (2) to (6) of 
section 1 of Part I of the Schedule to the Excise Act did not apply 
to the goods; 


| 14. That Schedule A to the Customs Tariff and each Order in Council made 
under section 10 of the Customs Tariff and section 273 of the Customs Act re- 
ducing the duty on goods be amended by striking out the designation of goods 
of Group VI and tariff items 1100-1, 3935-1, 9036-1, 15310-1, 15645-1, 15650-1, 
-15700-1, 15705-1, 15715-1, 15800-1, 15810-1, 15910-1, 16101-1, 16600-1, 
—16600-2, 16600-3, 20300-1, 20305-1, 20310-1, 20600-1, 20700-1, 20705-1, 
, 20715-1, 20720-1, 20800-1, 20802-1, 20803-1, 20805-1, 20807-1, 
, 20811-1, 20813-1, 20815-1, 20817-1, 20819-1, 20821-1, 20823-1, 
, 20827-1, 20829-1, 20831-1, 20833-1, 20835-1, 20837-1, 20839-1, 
, 20839-3, 20839-4, 20841-1, 20843-1, 20845-1, 20847-1, 20849-1, 
20900-1, 20905-1, 20906-1, 20910-1, 20915-1, 20920-1, 20925-1, 

, 21005-1, 21006-1, 21010-1, 21015-1, 21020-1, 21025-1, 21030-1, 
, 21040-1, 21045-1, 21100-1, 21105-1, 21200-1, 21300-1, 21300~2, 
, 21500-1, 21505-1, 21600-1, 21600-2, 21600-3, 21605-1, 21610-1, 
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21635-1, 21700-1, 21705-1, 21800-1, 21905-1, 21910-1, 21915-1, 21916-1, © 
21920-1, 21925-1, 21930-1, 21935-1, 22005-1, 22005-2, 22006-1, 22015-1, 
22020-1, 22400-1, 23700-1, 23705-1, 23800-1, 23900-1, 24000-1, 24100-1, 
24105-1, 24200-1, 24800-1, 24400-1, 24500-1, 24600-1, 24605-1, 24610-1, 
24615-1, 24700-1, 24705-1, 24720-1, 24800-1, 24900-1, 25000-1, 25100-1, 
25300-1, 25600-1, 25605-1, 25700-1, 26100-1, 26300-1, 26305-1, 26310-1, 
26315-1, 26325-1, 26410-1, 26415-1, 26600-1, 27825-1, 29505-1, 29515-1, 
29610-1, 29620-1, 29630-1, 30700-1, 30705-1, 30805-1, 32639-1, 32645-1, 
33300-1, 33400-1, 33500-1, 34725-1, 44618-1, 47610-1, 48800-1, 49000-1, 
49005-1, 57700-1, 58400-1, 58500-1, 58505-1, 65405-1, 65810-1, 66200-1, 
66200-2, 66300-1, 66305-1, 66310-1, 66405-1, 66410-1, 66415-1, 66600-1, 
66700-1, 66800-1, 66900-1, 67100-1, 68900-1, 71100-7, 71115-1, 72800-1, 
72900-1, 75800-1, 76100-1, 79100-1, 80500—1, 80900-1, 82200-1, 83300-1, 
90101-1, 90102-1, 90103-1, 90104-1, 90105-1, 90106-1, 90107-1, 90108-1, 
90109-1, 90111-1, °90112-1, 90113-1, 90114-1, 90115-1, 90116—1, -90TI7=i% 
90118-1, 90121-1, 90122-1, 90123-1, 90124-1, 90125-1, 90131-1, 90132-1, 
90201-1, 90202-1, 90203-1, 90204-1, 90205-1, 90206-1, 90300-1, 90400-1, 
90501-1, 90502-1, 90503-1, 90504-1, 90505-1, 90506-1, 90507-1, 90508-1, 
90509-1, 90510-1, 90601-1, 90602-i, 90603-1, 90604-1, 90605-1, 90700-1, 
90800-1, 90901-1, 90902-1, 90903-1, 90904—1, 90905-1, 90906-1, 90907-1, 
90910-1, 90921-1, 90922-1, 90923-1, 90924-1, 90925-1, 90926-1, 90927-1, 
91000-1, 91100-1, 91200-1, 91301-1, 91302-1, 91400-1, 91501-1, 91502-1, 
91503-1, 91600-1, 91701-1, 91702-1, 91805-1, 91810-1, 91815-1, 91900-1, 
92000-1, 92100-1, 92200-1, 92300-1 and 92500-1, and the enumerations of 
goods and the rates of duty set opposite each of those items, and by inserting in 
Schedule A to the Customs Tariff the following Group Designations, Chapter 
Designations, headings, items, enumerations of goods and rates of duty: 
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15. That Schedule B to the Customs Tariff be amended by striking out 
items 97016-1, 97026-1, 97046-1 and 97065-1 and the enumerations of goods 
and the rates of drawback of duty set opposite each of those items, and by | 
inserting therein the following items, enumerations of goods and rates of draw- 
back of duty: 


Portion of Duty 
(not including Special 
Duty or Dumping ¥ 
Duty) Payable as 


Item No. Goods When Subject to Drawback Drawback 
97023-1 Ethyl alcohol undenatured. When used under the conditions speci- 

fied in subsection (2) of section 135 SG 

of the Hixeise Actress © eine 99 p.c. of the additional 


duty imposed under 
section 19 of the Cus-- _ 
toms Tariff. 4 


97026-1 Materials. When used in the manufacture of con- 
tainers for packaging the products 
entitled to entry under heading 
OSS 1 Sherer te eee he ae ees 99 p.c. 


97046-1 Materials. When used in the manufacture of 
goods entitled to entry under tariff 
item 84900-1 when such goods are 
sold to manufacturers to be used as 
specified in the said item.......... 99 p.e. 


16. That any enactment founded upon Resolutions 1, 2 and 3 of the fore- 
going resolutions shall be deemed to have come into force on the 2nd day of 
June, 1967, and to have applied to all goods mentioned in the said resolutions 
imported or taken out of warehouse for consumption on or after that day, and 
to have applied to goods previously imported for which no entry for consump- 
tion was made before that day. 


17. That any enactment founded upon Resolution 4 of the foregoing res- _ 
olutions shall be deemed to have come into force on the Ist day of December, 
1967, and to have applied to all goods mentioned in the said resolution imported 
or taken out of warehouse for consumption on or after that day and before the — 
Ist day of January, 1968, and to have applied to goods previously imported for 
which no entry for consumption was made before the Ist day of December, 1967. 


18. That any enactment founded upon Resolutions 5, 6, 7, 8, 9 and 10 of © 
the foregoing resolutions shall be deemed to have come into force on the Ist day — 
of January 1, 1968, and to have applied to all goods mentioned in the said resolu- 
tions imported or taken out of warehouse for consumption on or after that day, 
and to have applied to goods previously imported for which no entry for con- | 
sumption was made before that day. . 


19. That any enactment founded upon Resolution 8 of the foregoing res- 
olutions that provides for a rate of duty set opposite a tariff item in Schedule 
A to the Customs Tariff to apply on or after a date specified in the enumeration 
of goods of that item may be amended by order of the Governor in Council 
prescribing another date, being a date not earlier than the first-mentioned date, 
as the date on or after which the said rate is to apply. 


T9Oe 


# ANTI-DUMPING DUTIES RESOLUTION 
The Minister of Finance—In Committee of Ways and Meaus. 
That it is expedient to introduce a measure to provide for the imposition of | 
anti-dumping duty including provisional duty and the establishment of an 
nti-dumping tribunal consistent with Canada’s obligations under the ‘A oree- 
nt on Implementation of Article VI of the General Agreement on Tariffs and 
ade’’ signed on behalf of Canada in June, 1967, and to provide further for 
ertain related or consequential amendments to the Customs Act, the Customs 
Tariff and the Tariff Board Act. 


i 
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INCOME TAX ACT 


The Minister of Finance—In Committee of Ways and Means:— 


That it is expedient to introduce a measure to amend the Income Tax 
_ Act to provide among other things: 


1. That for 1969 and subsequent taxation years, in addition to any other 
_ tax imposed under the said Act, a social development tax be payable by an 
individual liable to tax under Part I of the said Act equal to the lesser of 

(a) 2% of his taxable income, or 

(6) $120. 


2. That on and after October 23, 1968 . 
(a) the deductions and exemptions described in subsections (2) and (3) 

; of section 112 of the said Act for the purposes of determining the 

aggregate taxable value of gifts made in a taxation year be replaced 

by new deductions and exemptions, and in particular that a taxpayer 

be entitled to deduct 

(i) the value of any gift to his spouse other than a gift by way of 
a settlement under which any person other than his spouse has, 
during the lifetime of the spouse a right of any kind whatso- 
ever to receive, use or enjoy any or all of the property so settled 
or a beneficial interest in any of the income from such property, 
and 

(ii) the value of the aggregate of gifts (other than gifts made by 
settling property in a trust) made in the year by him to any 
one individual other than his spouse, to the extent that such 
value does not exceed $2,000, 

the exemption described in paragraph (ba) of subsection (4) of sec- 

tion 112 of the said Act be restricted so that it no longer applies to 

transfers to a child if the spouse of the taxpayer has at any time 

taken advantage of the provision, 


(c) gifts made by a taxpayer shall include 
(i) transfers to a person other than the taxpayer’s spouse pursuant 
to an agreement made in consideration of marriage, 

(ii) the granting of powers of appointment, and the exercising or 
renouncing of a general power of appointment, 

(i11) the act of permitting a debt owed to a taxpayer by a person 
with whom the taxpayer was not dealing at arm’s length, to 
become unenforceable by virtue of the operation of any law 
limiting the time for bringing action thereon, and 

(iv) gifts made by a corporation at the direction of, or with the con- 
currence of, the taxpayer, 

(d) where a person has made a gift that was exempted from tax by 
virtue of paragraph (b) of subsection (4) of section 112 of the said | 

Act and such gift takes effect prior to the death of that person or the 


(b 


— 


( 


® 


) 
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donee obtains the benefit thereof prior to the death of that person, 
he shall be deemed to have made a gift equal to the full value of the 

_ property on the day such gift takes effect or the donee obtains: the 
benefit thereof, and 


the rates of tax on gifts provided in section 113 of the said Act 

be repealed and that the tax payable by an individual upon the 

ageregate taxable value of gifts made by him in a taxation year shall 

be an amount equal to the excess of 

(i) the amount determined by applying the rate schedule set out 
below to his cumulative gift sum for the taxation year 


over 


(11) the amount determined by applying the said rate schedule 


to his cumulative gift sum for the immediately preceding taxa- 
tion year 


and for the purpose of this resolution an individual’s cumulative 

eift sum 

(111) for the 1968 taxation year, shall be the aggregate taxable value 
of gifts made by him after October 22, 1968 and before January 
1, 1969, and 

(iv) for each taxation year after 1968, shall be the amount obtained 
when the aggregate taxable value of gifts made by him in the 
year is added to his cumulative gift sum for the immediately 
preceding taxation year, 


and the rate schedule to be applied to an individual’s cumulative 

eift sum shall be 

(v) 12% where the sum does not exceed $15,000, 

(vi) $1,800 plus 15% of the amount by which the sum exceeds $15,000 
if the sum exceeds $15,000 and does not exceed $30,000, 


(vii) $4,050 plus 18% of the amount by which the sum exceeds | 


$30,000 if the sum exceeds $30,000 and does not exceed $45,000, 


(vill) $6,750 plus 22% of the amount by which the sum exceeds — 


$45,000 if the sum exceeds $45,000 and does not exceed $60,000, 


(ix) $10,050 plus 26% of the amount by which the sum exceeds | 


$60,000 if the sum exceeds $60,000 and does not exceed $80,000, 

(x) $15,250 plus 30% of the amount by which the sum exceeds 

$80,000 if the sum exceeds $80,000 and does not exceed $100,000, 

(xi) $21,250 plus 36% of the amount by which the sum exceeds 

$100,000 if the sum exceeds $100,000 and does not exceed $125,000, 

(xil) $30,250 plus 45% of the amount by which the sum exceeds 

$125,000 if the sum exceeds $125,000 and does not exceed $150,000, 

(xii) $41,500 plus 60% of the amount by which the sum exceeds 

$150,000 if the sum exceeds $150,000 and does not exceed $200,000, 

(xiv) $71,500 plus 75% of the amount by which the sum exceeds _ 
$200,000 if the sum exceeds $200,000, 


Se a 


ee ee ae 
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and that a taxpayer’s liability for gift tax for the taxation year 1968 

shall be the aggregate of 

i (f) an amount in respect of gifts made in the period January 1 to 

< October 22, inclusive, computed in accordance with the present 
provisions of Part IV of the said Act as though the said period 
were a complete taxation year, and 

(g) an amount in respect of gifts made in the period October 23 to 

_ December 31, inclusive, computed in accordance with the provisions 

of Part IV of the said Act, as amended to give effect to this resolu- 
tion, as though the said period were a complete taxation year except — 
that the value of gifts made to an individual in the period January 
1 to October 22, inclusive, shall reduce the exemption described in > 
clause (ii) of subparagraph (a) of this resolution with respect to 
that individual, 


and that, for the purposes of Part IV of the said Act, rules similar to 
certain of the valuation rules now set out in the Estate Tax Act be 
provided for valuation of property that is the subject-matter of a gift. 


3. That for 1969 and subsequent taxation years amounts paid for 

(a) an oxygen tent and other equipment necessary to administer oxygen, 
} and 
a (b) an artificial kidney machine, . 
as prescribed by a medical practitioner shall be classified as medical expenses 
_ for purposes of paragraph (c) of subsection (1) of section 27 of the said Act. 


> 


4. That for 1969 and subsequent taxation years, a taxpayer in computing 
taxable income may not include in medical expenses any expense paid by or 
on behalf of the taxpayer or his legal representative for which the taxpayer 
or such representative has been reimbursed or is entitled to be reimbursed 
pursuant to a medical care insurance plan established pursuant to an act of 
the legislature of a province that satisfies the criteria set forth in subsection 
- (1) of section 4 of the Medical Care Act. 


5. That for 1969 and subsequent taxation years, the deduction in com- 
‘puting taxable income of $300, or of an amount not exceeding $300, now based 
on a child who is qualified for family allowance be based on a child who has 
not attained the age of sixteen years before the end of the year and the deduc- 
tion of $550, or of an amount not exceeding $550, now based on a child not 
go qualified be based on a child who has attained the age of sixteen years 
before the end of the year. 


6. That with respect to 1969 and subsequent taxation years there shall 
be included in computing the income of a taxpayer resident in Canada an 
amount paid or credited to him during the year as taxable proceeds of a life 
insurance policy and that the said taxable proceeds shall be the amount by 
which the amount paid or credited to the taxpayer on surrender of a policy, 
other than on death of the person insured, or received on the sale of a policy, 


2—143 
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or deemed to have been received on the giving of a policy, exceeds the cost 
of the policy to the taxpayer, and the cost of the policy to the ey shall 
be deemed to be 


(a) in the case of a policy written after October 2, 1968, 
(i) premiums paid on the policy, 
minus 
(ii) dividends paid or credited on the policy, 
(b) in the case of a policy written before October 23, 1968, the aggre- 
gate of 
(i) the greater of the cash surrender value of the policy at the first 
anniversary date of the policy after October 22, 1968 or the 
total premiums paid on the policy prior to the said first anni- 


versary date less dividends paid or credited on the policy up. — 


to and including that date, and 
(ii) premiums paid on the policy on and after the said first an- 
niversary date, 


minus 
(iii) dividends paid or credited on the policy after the said first 
anniversary date, or 
(c) in the case of an existing policy acquired by the taxpayer after 
October 22, 1968, whether written before or after that date, the 
aggregate of 
(i) the price paid by him or on his behalf to acquire the policy, 
and 
(11) premiums paid on the policy after such acquisition, 


minus 
(111) dividends paid or credited on the policy after such acquisition. 


7. That with effect January 1, 1969, a life insurance corporation (including 
a mutual corporation or a fraternal benefit society) shall be required to pay 
an investment income tax at the rate of 15% upon its taxable investment 


income, and that in determining the taxable investment income of a life — 


insurance corporation there may be deducted from the portion of its invest- 
ment income that is attributable to its life insurance business in Canada, an 
amount equal to the aggregate of 


(a) the expenses, not including commissions to salesmen, incurred by 
it in earning investment income that is attributable to its life 
insurance business in Canada, 


, (b) the portion of its investment income that is attributable to its 
non-participating life insurance business in Canada on October 22, 
1968, calculated by reference to non-participating policies in force 
on that day, 
(c) the aggregate of 
(i) the portion of its taxable income for the year, as determined 
for purposes of Part I of the said Act, that is attributable 
to its participating life insurance business in Canada, and 
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(ii) the excess, if any, over the amount described in subparagraph 
(6) of the portion of its taxable income for the year, as deter- 
mined for purposes of Part I of the said Act, that is attributable 
to its non-participating life insurance business in Canada, 

(d) amounts credited by it during the year to funds held by it in trust 
under a registered pension plan or a registered retirement savings 
plan, 

(e) that portion of dividends received by it from taxable Canadian 


corporations that is attributable to its life insurance business in 
Canada, and 


(f) the aggregate of the amounts paid or credited by it during the 
year as taxable proceeds of a life insurance policy or annuity contract 


and that the portion of the investment income of a life insurance corpora- 
tion that is attributable to its life insurance business in Canada shall be the 
income from its Canadian investment fund, and that a corporation’s Cana- 
dian investment fund shall 
(g) in the case of a corporation resident in Canada, be the greater of that 
proportion of its total assets that the amount of its liabilities to 
Canadian policyholders, as determined by regulation, is of its total 
liabilities, as determined by regulation, or the assets which are, 
pursuant to a law of Canada or of a province, required to be kept in 
Canada, and 
(h) in the case of a corporation that is not resident in Canada, be 
the aggregate of 
(i) the value of its assets that are, at January 1, 1969, required 
by a law of Canada or of a province to be kept in Canada and 
(11) the funds derived from its Canadian life insurance business after 
January 1, 1969, 
minus 
(iii) amounts in respect of which the corporation has elected to 
pay the tax described in paragraph 11 of this resolution 


but in no case shall the fund be less than the value of the assets which 
are, pursuant to a law of Canada or of a province, required to be kept 
in Canada. 


corporation (including a mutual corporation or fraternal benefit society) shall 

be the greater of its profit from carrying on business in Canada, less such 

deductions as are allowed under the said Act before the amendments proposed 

in this resolution in computing taxable income and, in addition, the following 
_. deductions, 


| 8. That with effect January 1, 1969, the taxable income of a life insurance 
a 
; . 
(a) such amounts as may be allowed by regulation on account of a 
reserve in respect of life insurance policies, 


(b) the amount payable by it for the year as an investment income 
tax, and 
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(c) the amount paid or credited in the year as policy dividends at- 


tributable to its life insurance business in Canada not exceeding the 
amount that would, but for this subparagraph, be the portion of. its 
profit for the year that is attributable to its participating life in- 
surance business in Canada 


or the taxable income thereof computed in accordance with section 30 of the said 
Act. 


9. That a life insurance corporation (including a mutual corporation or 
a fraternal benefit society) be required to pay income tax and investment 
income tax in monthly instalments as required by section 50 of the said Act 
except that for its 1969 taxation year, the amount of tax shall be as estimated 
by it for the taxation year 


(a) on its estimated taxable income, or taxable investment income, as - 


the case may be, for the year, or 


(b) on its taxable income, or taxable investment income, as the case 
may be, for its 1968 taxation year computed as though the amend- 
ments proposed in this resolution were in effect for that year. 


10. That with effect January 1, 1969, in computing the income of a non- 
resident insurance corporation from carrying on business other than life 
insurance business in Canada, there may be deducted such part of its head 
office expenses as is reasonable in the circumstances, and there shall be included 
the portion of the investment income of the corporation that is attributable 
to its insurance business in Canada other than life insurance, determined in 
the manner described in paragraph 7 of this resolution with respect to non- 
resident life insurance corporations. 


11. That with effect January 1, 1969, the exemption of insurance corpora- 
tions from the additional tax of 15% imposed by Part IIIA of the said Act 
be repealed, but that, in lieu of applying to the amount specified in that Part 
with respect to other corporations, the tax be levied on the amount in respect 
of which the corporation has elected to reduce its Canadian investment fund. 


12. That any amount received after October 22, 1968, by an employer from 


a trustee under a registered supplementary unemployment benefit plan to- 


which the employer has made payments, resulting from an amendment, modifica- 


tion or termination of the plan, shall be included in the income of the employer. — 


13. That for 1969 and subsequent taxation years, an employer who, at 


the end of his taxation year, has a debt that 


(a) is due to an employee in respect of salary, wages, bonuses or other 
remuneration and was deductible in computing the employer’s in- 
come, and 


(b) has been outstanding for one year following the end of the taxa- 
tion year in which it accrued, 


shall include in income for the second year after it accrued an amount equal 


to the debt unless the employer and the employee sign and file an agreement 


in which they elect to have their taxes computed as though the debt had been 
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paid by the employer and replaced by a loan from the employee to the employer 
on the first day of that second year. | 


¥ 14. That with respect to dispositions after October 22, 1968, subsections 
(56) and (5c) of section 83A of the said Act, which presently provide for 
including in income of a taxpayer the proceeds received from the disposition 
of certain gas and oil rights, provide that the proceeds receivable from such 
dispositions be included in income in the taxation year in which the disposi- 
_ tion occurred, and that section 85B of the said Act be extended to entitle 
a taxpayer carrying on business in Canada to claim a reserve in respect of 
proceeds receivable from such dispositions after October 22, 1968 that have 
- not been received at the end of his taxation year. 


- 


15. That for 1969 and subsequent taxation years, the exemption from 
income tax provided by paragraph (c) of subsection (1) of section 62 of the 
_ said Act for a federal, provincial or municipal corporation, commission, associa- 
_ tion or wholly-owned subsidiary thereto shall not apply where a person other 
_ than a Canadian municipality or Her Majesty in right of Canada or a province 
has a right or option to acquire shares or capital of the corporation, com- 
‘mission, association or wholly-owned subsidiary. 


16. That for taxation years commencing after November, 1969, a corpora- 
tion shall during the fifteen-months period ending three months after the close 
of each taxation year, pay to the Receiver General of Canada 
(a) on or before the last day of each of the first twelve months in that 
period, an amount equal to 4 of the tax as estimated by it at the 
rate for the taxation year 
(i) on its estimated taxable income for the year, or 
(11) on its taxable income for the immediately preceding year, 
(b) on or before the last day in the period, the remainder of the tax 
payable on its taxable income for the year at the rate for the year, 


and that for the taxation year commencing in the period after November, 1968, 
and before December, 1969, a corporation shall during the thirteen-months 
period ending three months after the close of its taxation year pay to the 
Receiver General of Canada 
(c) on or before the last day of each of the first ten months in that 
period, an amount equal to ;4 of the tax as estimated by it at the 
rate for the taxation year 
(i) on its estimated taxable income for the year, or 
(ii) on its taxable income for the immediately preceding year, and 
(d) on or before the last day in the period, the remainder of the tax 
payable for the year at the rate for the year. 


17. That no deduction on account of foreign taxes shall be allowed in 
respect of that proportion of a dividend received by a corporation after October 
22, 1968, that is deductible under subsection (10) of section 28 of the said Act 
from the income of the receiving corporation in computing its taxable income. 
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18. That the 15% non-resident withholding tax apply in respect of any 
amount paid or credited after October 22, 1968, by a person resident in Canada 
to a non-resident person ue 

(a) for the use in Canada of or the right to use in Canada any patent, 
trade mark, design or model, plan, secret formula or process, 

(b) for the use in Canada of or the right to use in Canada industrial, 
commercial or scientific equipment, or 

(c) for information concerning industrial, commercial or scientific 
experience. 


19. That for 1969 and subsequent taxation years, the rate of 3% and the 
fraction of + which relate to. the computation of the reserve deductible in 
computing the income of a taxpayer whose business includes the lending of 
money on the security of a mortgage, hypothec or agreement of sale of real- 
property, as provided by section 85G of the said Act, be changed to a rate of 
14% and a fraction of 4. 


ESTATE TAX ACT 


The Minister of Finance—In Committee of Ways and Means 


That it is expedient to introduce a measure to amend the Estate Tax Act to | 
provide among other things: 

That with respect to property passing on the death of a person whose 
death occurs after October 22, 1968. 

(a) the deductions that may be made from the aggregate net value of 
such property for the purpose of computing the aggregate taxable value of 
such property pursuant to paragraphs (a), (b) and (c) of subsection (1) of sec- — 
tion 7 of the said Act be replaced by the following deductions: 

(i) an amount equal to the value of any property included in computing 
such aggregate net value that passes absolutely and indefeasibly to — 
his spouse, 

(ii) an amount equal to the value of any property included in computing 
such aggregate net value that passes to a trustee subject to a — 
trust under which only the spouse of the person has, during the — 
spouse’s lifetime, a right of any kind whatsoever to receive, use — 
or enjoy any of the property so settled or a beneficial interest in 
any of the income from such property, 

(111) where property included in computing such aggregate net value passes 
to a trustee subject to a trust under which only the spouse of the | 
person has, during the spouse’s lifetime, a right of any kind whatso- 
ever to receive any of the property so settled, and the spouse 
is to receive payments in ascertained amounts or in amounts limited — 
by an ascertained maximum amount throughout the spouse’s life-— 
time, which amounts are to be paid to the spouse out of the income — 
from such property to the extent of such income, and in priority to 
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the claim of any other person entitled to any interest whatsoever in 
the income from such property, the lesser of 
3 (A) an amount equal to the value of the property that passes to 
the trustee subject to the trust, or 
(B) the amount determined by regulation to be the capital sum 


necessary to produce income sufficient to make the payments 
to the spouse, 


(iv) for each child of that person, an amount equal to the lesser of 
the value of the property included in computing such aggregate net 
value that passes to the child or $10,000, 


(v) for each infirm child of that person who, at the date of death, was 
wholly dependent upon the person or the spouse of the person, an 
additional amount equal to the least of 
(A) the product obtained when $1,000 is multiplied by the number 

of years in the period commencing with the date of death and 
ending with the date on which the child will, if ever, become 
71 years of age, 

(B) the amount by which the value of the property included in 
computing such aggregate net value that passes to the child 
exceeds $10,000, or 

(C) $30,000. 


(vi) for each child of that person, other than a child described in 

clause (v), an additional amount equal to the lesser of 

(A) the amount remaining, if any, when the excess of the average 
income of the child for the three calendar years preceding the 
year of death over $5,000 is deducted from the product obtained 
when $1,000 is multiplied by the number of years in the period 
commencing with the date of death and ending with the date on 
which the child will, if ever, become 26 years of age, or 

(B) the amount by which the value of the property included in com- 
puting such aggregate net value that passes to the child exceeds 
$10,000, 


(b) there shall be included in computing the aggregate net value of property 
passing on the death of such person 

(i) the amount of gift tax paid by the person in respect of property 
disposed of by him by way of gift after October 22, 1968, which 
property is included in computing the aggregate net value of property 
passing on his death, 

(ii) an amount equal to the value at the date of death of such person 
of property held at such time by a trustee subject to a trust 
described in clause (ii) of subparagraph (a) of this paragraph, 
under which only such person had any beneficial interest during 
that person’s lifetime, 

(iii) an amount equal to the value at the date of death of such person 
of property held at such time by a trustee subject to a trust if, 
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at the time property was settled in the trust, the settlement was 
exempt from gift tax by virtue of a provision of the Income Tax Act — 
based upon clause (i) of subparagraph (a) of paragraph 2 of a 
resolution with respect to the Income Tax Act tabled in the House — 
of Commons on October 22, 1968, and 


(iv) an amount equal to the lesser of | 

(A) the value at the time of death of such person of property held — 

at such time by a trustee subject to a trust described in clause 

(iii) of subparagraph (a) of this paragraph, under which such | 

person was the spouse referred to in that clause, or 

(B) the amount that was, by virtue of that clause, deducted in — 
computing the aggregate taxable value of property passing 

on the death of the former spouse of that person, 


(c) section 8 and subsections (4) and (5) of section 9 of the said Act 
be repealed and that the tax payable upon the aggregate taxable value of the — 
property passing on the death of a person shall be an amount equal to the= 
excess of a 

(i) the amount determined by applying the rate schedule set out below 
to his estate sum 
over . 
(ii) the amount determined by applying the rate schedule set out below 
to his gift sum 
and for the purposes of this resolution a deceased person’s estate sum 
shall be the aggregate of ‘ 

(iii) the aggregate taxable value of property passing on his death, 

(iv) the amount of his cumulative gift sum for the year in which he_ 
died, less the amount included in the computation thereof in respect 
of property included in the aggregate net value of property passing — 
on his death, and 

(v) the amount of gift tax that would be imposed in respect of a cumula- 
tive gift sum equal in amount to the net amount referred to in 
clause (iv), 


and a deceased person’s gift sum shall be the aggregate of $20,000 plus 
the amounts referred to in clause (iv) and (v), and the rate schedule 
to be applied to a deceased person’s estate sum or gift sum, as the case 
may be, shall be 
(vi) nil where the sum does not exceed $20,000, 
(vii) 15% of the amount by which the sum exceeds $20,000 if the sum 
exceeds $20,000 and does not exceed $40,000, 
(villi) $3,000 plus 18% of the amount by which the sum exceeds $40,000 
if the sum exceeds $40,000 and does not exceed $60,000, 
(ix) $6,600 plus 21% of the amount by which the sum exceeds $60,000. if 
the sum exceeds $60,000 and does not exceed $80,000, 
(x) $10,800 plus 24% of the amount by which the sum exceeds $80,000 if 
the sum exceeds $80,000 and does not exceed $100,000, ¢ 
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(xi) $15,600 plus 27% of the amount by which the sum exceeds $100,000 
if the sum exceeds $100,000 and does not exceed $130,000, 
(xii) $23,700 plus 30% of the amount by which the sum exceeds $130,000 
if the sum exceeds $130,000 and does not exceed $160,000, 
(xii) $32,700 plus 35% of the amount by which the sum exceeds $160,000 
if the sum exceeds $160,000 and does not exceed $200,000, 
(xiv) $46,700 plus 40% of the amount by which the sum exceeds $200,000 
if the sum exceeds $200,000 and does not exceed $250,000, 
(xv) $66,700 plus 45% of the amount by which the sum exceeds $250,000 
if the sum exceeds $250,000 and does not exceed $300,000, and 
(xvi) $89,200 plus 50% of the amount by which the sum exceeds $300,000 
if the sum exceeds $300,000. 


| presented by 

a 3 the Honourable Edgar J. Benson, M.P., 
FY ¥ ” Minister of Finance 

& for the information of Parliament » 
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in connection with the Budget of 1968-1969 


FOREWORD 


1. to present a general economic review of 1967 and the first half of 1968, 
_ bringing together in one place and in convenient form some of the more 

comprehensive indicators of economic conditions prepared by the 

- Dominion Bureau of Statistics, the Bank of Canada and other govern- 
ment agencies, together with some comments; 


2. to present a preliminary review of the Government Accounts for the: 
fiscal year ending Mareh 31, 1968, 


ay 


PART I 


Economic White Paper for 1968 
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Part I 
ECONOMIC WHITE PAPER FOR 1968 
THE CANADIAN ECONOMY: REVIEW AND OUTLOOK 


_. In the course of the past two years, Canada has passed through a period of 

onomic adjustment while still in the midst of the longest and strongest ex- 
sion in its history. During 1967 many of the adjustments taking place re- 
bled that of a mild cyclical recession, but other expansionary forces more 
an ofiset these movements, and production, income and employment con- 
‘imued to rise. Some serious industrial disputes have occurred in 1968, but 
spite these it seems clear that a moderate acceleration of growth was estab- 
hed in the early months of this year. 


dyclical Developments 


| Business profits reached a peak early in 1966 and declined to a trough in 
he first quarter of 1967, recovering thereafter. Excess capacity emerged in some 
anufacturing industries. Strains developed in the markets for capital, beginning 
1966 and persisting, in varying degree, throughout 1967 and early 1968. In 
sponse to these developments, business expenditures on plant and equipment 
rst levelled off and then turned down; the trough was reached in late 1967 and 
1 improved first-quarter 1968 level appeared. This renewed expansion was 
intained in the second quarter. The business inventory pattern has also 
llowed a characteristic cyclical form, Accumulation rose to peak rates in mid- 
66, after which it fell back. In early 1967 only nominal! accumulation occurred, 
1 a third-quarter pickup was followed by a very substantial swing to actual 
ine in the fourth. Inventories may now have completed their cyclical correc- 
mn, and seem likely to resume a normal growth pattern in coming months. 


In the personal sector, 1967 was a year of continued increase in both hourly 
arnings and the unemployment rate. This pattern has persisted in the first half 
1968. During 1967, wage settlements under collective bargaining produced a 
larterly record of increases which, on the whole, exceeded gains made in the 
rresponding quarters of 1966. However, some signs of moderation appeared 
wards year-end and have persisted in the first and second quarters of 1968, 
though current gains are still excessive in relation to productivity. Throughout 
period, consumers have continued to increase their spending at rates little 
nged from those of 1966. Price increases, however, particularly in consumer 
ices, accelerated in 1967, except in the case of food prices. Some easing 1n 
e rate of advance took place in 1968, but it is not sufficiently strong to suggest 
hat recent pressures have been completely checked. 


Xpansionary Forces 


The mild recessionary pattern of 1967 described above was almost totally 
bscured by the continuation of a number of strong expansionary forces, In- 
‘luding the special events of Centennial year, particularly Expo. These special 
ts contributed substantially to the maintenance of relatively high levels of 
mployment and output, mainly in the service industries, during the second and 
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third quarters. Tourist expenditures in Canada by non-residents, included | 
the statistics relating to exports of services, expanded very sharply during tht 
Expo period, while tourist expenditures by Canadians in Canada were als 
above normal levels. 


Other sources of strength in 1967 which overshadowed the cyclical weak: 
hesses were a strong merchandise export performance, the continued very larg 
increases in expenditures by governments, and the recovery of residential com 
struction from its 1966 levels. These demand factors were accompanied by fur 
ther increases in employment, which arose partly from uninterrupted advances 
in the number of women at work, and partly from higher immigration. The 
growth in the labour force slowed significantly after mid-1967, reflecting the 
reduced rate of growth in non-farm employment which began to show at the 

end of the first quarter. 


Developments in the first two quarters of 1968 have been dominated by the 
continued strength of these factors. Consumer expenditures and labour incom 
both recorded substantial gains in this period, while exports of goods and services 
advanced at an exceptional rate. Government sector expenditures have continued 
to increase. In conjunction with the mild cyclical changes discussed above, thes 
factors have thus led to fairly strong quarterly increases in the various national 
accounts income and expenditure totals. However, the employment. increases 
accompanying this growth in output have fallen short of the rapid growth in 
the labour force. Accordingly, the seasonally-adjusted unemployment rate has 
risen, and in mid-1968 it was running at about five per cent of the labour force 


The Canadian economy at the present time therefore has the physical 
capability of continuing on a sustained period of growth. Having regard to the 
continued large increases in money incomes still occurring, current cost and 
price developments are of crucial importance. The price pressurés generated by 
the 1965-66 boom, although lessening somewhat, have persisted throughout the 
period of adjustment. Accordingly, the extent to which sustained growth may 
occur must be viewed against the problem of price and cost stability. ; 


Income and Expenditure 


Gross national product rose by 6.8 per cent during 1967 to an annual level 
of $62.1 billion, and, with prices increasing by 3.9 per cent, real GNP rose by 
2.8 per cent. In the first half of 1968, the value of GNP rose by 6.8 per cent coms 
pared to the same period a year earlier; price advances of 3.3 per cent reduced 
the gain in real terms to 3.5 per cent. a 


The income side of the 1967 accounts reflected a large fall in the accrued 
net income of farm operators from the record 1966 level, which made a difference 
of approximately one per cent on the overall GNP gain. The statistical assumption 
of return to a normal crop in 1968 was responsible for a sharp rise in farm income 
between the fourth and first quarters. The final effect of weather on the 1968 
prairie grain crop is not yet reflected in the national accounts. The more moderate 
pace of advance in the non-farm economy in 1967 compared to 1966 was ac- 
companied by a smaller increase in aggregate labour income, although the 
advance was still large, while corporation profits in 1967 fell fractionally afte 
a virtually flat year in 1966. (Details on income developments are shown in 
reference tables 2 to 5, beginning on page 76). 


On the expenditure side, personal expenditure on goods and services by 
Canadians (excluding expenditures in Canada by foreign visitors) advanced 
by over eight per cent in 1967. (Expenditure details are summarized in reference 


bles 6 to 15). Though fractionally less than that of 1966, this advance provided 
ady support for the economy through the year. (Statistical adjustments made 
parate expenditures made by foreign visitors from those made by Canadians 
have led to some understatement of consumer outlays on services in the 
nd and third quarters, and hence to an overstatement of the advance in 
ourth quarter). Total outlays, however, made stronger gains in these quarters 
n in either the first or fourth. First half 1968 gains in current doilar personal 
yutlays were strong. 


_ Government expenditures have continued to rise. However, the 1967 advance 
‘or all governments combined, at just under ten per cent, was much more moder- 
than the 17 per cent rise of 1966. The slowing down was greater at the federal 
rel than at the provincial-municipal. In the first half of 1968, a further rise 
7.9 per cent occurred, compared to the same period a year earlier. 


Exports were a major source of strength in 1967 as a whole. Tourist expend-. 
res are included with exports of services, and made a very notable contribution 
he general level of economic activity during the summer months. Exports. of 
s were higher in the year by over one billion dollars, or around ten per cent; 
ybout three-quarters of the increase reflected higher shipments of automotive 
roducts, largely balanced by imports of such products. Further strong gains 

exports have occurred during the first eight months of 1968, 


- Business expenditure on plant and equipment declined by three per cent in 
196%. This development, after three successive years in which unusually large 
mnual increases of 20, 20 and 21 per cent respectively occurred, acted signif- 
cantly to moderate the excessive pressures in some areas, notably construction, 
which had built up since mid-1965. At the same time, a very marked drop 
curred in accumulation of non-farm business inventories; the final quarter of 
67 saw a remarkable swing of nearly one billion dollars, from accumulation 
of $684 million to an inventory rundown of $312 million, expressed at annual 
rates. Changes in the business sector in the first half of 1968 include a 10.5 per 
nt gain, at annual rates, in expenditure on plant and equipment over the second 
lf 1967 level, substantially reversing the decline which had taken place in 
(967. Non-farm business inventories were virtually unchanged in the half year.. 


Dutput, Employment and Productivity 


The gain in real domestic product! excluding agriculture in 1967 amounted 
fo 3.6 per cent. Because of the sharp drop in the prairie wheat crop, which re- 
rned to more normal levels after the record crop of 1966, total real product rose 
only 2.7 per cent. The number of persons at work in the non-agricultural 
economy rose by 3.2 per cent in the year, and for the first time since 1954 there 
was an increase in farm employment. The labour force as a whole, employed and 
unemployed, rose by 3.7 per cent, all of this increase representing jobs in the 
total service sector. Because employment increased less rapidly than the labour 
force, the unemployment rate for the year rose. 


Changes in employment in the different sectors, in conjunction with changes 
output, provide the indications of changes in output per man (productivity) 
own in reference tables 25 and 26. In the year as a whole, and in the private 
non-farm economy as a whole, productivity rose by 1.3 per cent from the pre- 
ding year. 
() Real domestic product measures the volume of output of goods and services produced in Canada. 
part from small differences in statistical measurement, it differs from GNP in constant dollars in that 


excludes interest and dividend receipts from abroad, includes interest and dividend payments to non- 
sidents and excludes indirect taxes less subsidies. 
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This figure, which is below the long-term trend, partly reflected a shift 01 
the pattern of output, of which a larger share was contributed by the servic 
industries where the level of productivity per person employed is low, or fa 
which the conventional statistical measurements are inadequate. On the othe 
hand, there was a rise in productivity in manufacturing during the course ¢ 
the year as employers reduced their labour force while output was rising. 


The combination of income and production figures provides an indication of 
cost changes. Wage costs per unit of output continued to increase in 1967, both 
for manufacturing and for the entire economy. Profits per unit of output con 
tinued to decline in 1967, although less sharply than in 1966. This trend persisted 
in spite of the widespread price advance of 1967. 4 


In the first two quarters of 1968, despite strikes in the automotive and othe 
industries, real domestic product rose at an annual rate of 3.9 per cent from the 
last half of 1967. Productivity across the total commercial non-agricultura 
economy was unchanged in the first quarter, but improved in manufacturing 
and construction. The pattern in the second quarter was much the same. — 


Wage settlements under collective bargaining continue to record very larg 
increases in base rates and other benefits. Increases in average hourly earning 
for the country as a whole have been somewhat smaller but are affected by thes 
settlements. 


Prices 


Prices continued to advance at unacceptable rates in 1967 and the first hal 
of 1968. The average of the Consumer Price Index in 1967 rose by 3.5 per cen 
over the average 1966 level, which compares with the 3.7 per cent rise the yea 
before. However, in 1967 the food component changed little, while advance 
were widespread and strong in other non-durable and durable goods, and 
particularly, in consumer services. It may also be noted that changes in sale 
taxes and property taxes contributed an estimated 0.8 per cent to the overa 
1967 rise—nearly one-quarter of the total increase in consumer prices. TE 
GNE deflator, which represents price changes in the economy as a whole, 
by 3.9 per cent over 1966 (4.5 per cent the previous year). 


that is measured by the C.P.I. Consumer services excluding shelter, whié 
showed the largest advance in the previous twelve months, are now advancin 
somewhat less rapidly. Food prices in August were 1.6 per cent higher than 
year earlier. 


Review of 1967 Expectations 


The government in early 1967 anticipated some slowdown in the rate ¢ 
growth for the year, which led it to relax some of the restraints which had earlie 
been imposed, particularly those affecting investment expenditures by the bus 
ness sector, and to introduce measures to encourage residential constructior 
These adjustments appear in retrospect to have been appropriate. The continue 
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ncrease in government expenditures, and the continuation of unduly high price 
nd wage increases, led to proposals in the Budget of November 30, 1967, for 
ertain tax increases to take effect late in 1967 and early in 1968. 


_ _With regard to the balance of payments, 1967 exports of goods and services 
to the United States were higher than had been foreseen. As expected, imports 
ose considerably less than in the preceding year. 


_ Asa result of these developments, the current external deficit (on a national 
ccounts basis) registered a sharp decline to some $670 million from the 1966 
otal of $1,230 million. 


: The combined expenditures of all governments on goods and services rose 
ather more than had been expected, partly owing to continued strong pay and 
rice advances in this sector. Residential starts, earlier foreseen as being in the 
egion of 160,000 for the year, actually amounted to 164,000. About 63,000 of 
hese were financed by NHA mortgages, 65,000 by conventional mortgages, 
nd the balance by other means, such as “non-institutional” and personal 
nding. Outlays on business plant and equipment, according to the early-1967 
Outlook, would decline by ‘‘under one per cent’’, but in fact a decline of just 
‘over three per cent occurred. This decline in value resulted partly from the 
ecelerated removal of federal sales tax on production machinery and equipment, 
hich caused an actual price decline in the middle two quarters, and from the 
ontinued moderation in the rate of increase of non-residential building prices. 
s expected, the mild cyclical pause did not on this occasion cause further 
ownward revisions in business investment intentions at the time of the mid- 
year review; moreover, the rather unexpected degree of credit stringency which 
developed during the year also failed to bring about any significant reduction 
f the 1967 programme. As it turned out, early 1967 expectations that total 
rivate and public capital expenditures would level off in the year were borne 
ut by events. 


The increase in labour income was about as expected, although costs and 
ices rose slightly more, and non-farm employment rose slightly less, than 
xpected. 


It was observed that corporation profits are related to trends in costs, prices 
and productivity, and for the year of adjustment in 1967, corporation profits 
eclined slightly. However, for some quarters now profits have been increasing. 


Outlook from mid-1968 to mid-1969 


A rapid increase in GNP in the first two quarters of 1968 is expected to 
give way to more moderate rates of increase in the third and fourth quarters of 
the current year. While it is too early as yet to forecast the full year 1969, there 
we indications that moderate rates of growth will persist in the first half of 1969. 


~~ Canada’s economic growth over the next twelve months will depend in part 
on economic conditions in the United States and certain overseas countries. 
che U.S. economy passed through a period of very rapid expansion in the first 
half of 1968 and is now expected to experience less expansion in the second half 
the current year and in the first half of 1969. This expectation is based in 
art on the effects of the tax increases in June of this year which, together with 
federal government expenditure cutbacks, will combine to exert a considerable 
egree of restraint in coming months. In the light of these changes, unofficial 
rojections show forthcoming rates of increase in total real output at about two 
oer cent per annum in the United States in the year ending mid-1969. 
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In other industrial countries also, a slower rate of growth is expected for 
late 1968 and early 1969. In the United Kingdom, continued efforts to check 
domestic demand and imports, and to curb continued price and wage increases, 
are expected to be accompanied by a modest increase in real output. Japan is 
expected to slow down from the very high rates of growth of over ten per cent) 
per annum in real output that have been achieved in the recent past. France is 
confronted with large wage and price pressures as a result of events in May; 
there exists some margin of unused resources in that country, but potential price 
and cost problems make it difficult to judge the extent of increases in real output, 
Recent favourable output and export trends in Germany are expected to continué 
in the coming year but at slightly reduced rates. 4 


For the combined economies of all countries belonging to the Organisation 
for Economic Co-operation and Development (OECD), which includes Canada 
and the U.S.A. as well as European countries and Japan, an expansion of only 
three per cent in real output is expected in the second half of 1968, compared 
with over five per cent in the first half. This reduced rate of growth is common to 
nearly all member countries of OECD, and is expected to continue in the first 
half of 1969. 


There are a numbey of important differences between the Canadian and U.S. 
situations which combine to suggest that the expected slowdown in expansion 
will be less marked in Canada than in the United States. One significant differ- 
ence between the two countries is that price and cost pressures have already 
begun to ease in Canada, whereas they have been accelerating in the United 
States. Another difference is that Canadian inventory accumulation has been 
hegligible or negative for some time past, while there has been a large accumula- 
tion in the United States. A moderate degree of inventory accumulation should 
now contribute to overall demand strength in ‘Canada. Further, the mid-year 
investment intentions survey in Canada indicates a small improvement over 
earlier surveys. In contrast to declines in business investment in- 1967, small 
increases in value are now beginning to take place. Business investment is ex- 
pected to be up about three per cent in the current year, and the total of publie 
and private investment is expected to increase six per cent. Unlike the situation 
in the United States, where official surveys indicate a deceleration of business 
investment during 1968, the Canadian investment outlook appears to be one ol 
continued if modest improvement. Offsetting to some extent these favourable 
developments, Canada’s exports to the United States cannot be expected to 
maintain the rapid rate of increase attained in the first eight months of the 
current year. 


The housing outlook is also favourable, with the high level of housing out- 
lays in 1968 likely to be exceeded in the coming year. The tension in the capital 
market has eased somewhat in recent months, and since business investment 
requirements are only moderate, there should exist both the physical and 
financial capacity to create more new housing accommodation in the coming 
year. Outlays on goods and services by governments at all levels, although 
moderating in the past year, are again expected to increase faster than total 
output of the economy. 


The largest expenditure category, accounting for well over half of GNP, 
is that of personal expenditure on goods and services. These outlays have been 
sustained by the continued rapid inereases in personal disposable income referred 
to earlier. Although consumer price increases until comparatively recently were 
in excess of four per cent per annum, the latest figures on the Consumer Pricé 
Index have indicated some easing in the rate of advance. Thus, the substantial 
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increases in real disposable income and in the real volume of consumption of 
cent years are expected to continue in the coming year and to constitute a 
sustaining force in total effective demand. 


é On the supply side, the labour force has been augmented recently by a very 
large number of young people leaving school and by continued increase in 
the proportion of women working. As noted, rapid increases in both labour force 
and total employment took place in the summer of 1968, but unemployment also 
rew, mainly as a result of the very large influx of students seeking jobs during the 
summer months. Some of these students returned to school in September, while 
others have found jobs and will remain in the labour force. The enlarged technical 
and vocational training facilities for these students, as well as re-training and 
nobility programmes for older workers, will contribute to the efficiency of the 
labour force growth in the coming year. The period of most rapid acceleration in 
abour force growth may have been reached in 1967, but Canada in 1969 will 
till have one of the highest labour force growth rates among the industrial 
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ountries of the world. 


Another factor of importance relating to Canada’s supply capability is the 
physical stock of plant and equipment. While the available measures of plant 
and equipment capacity are inadequate, there are at least some indications that 
apacity utilization rates are now not far below normal for the economy as 4 

hole. The reduced rate of investment expenditure in 1967 and 1968, while 
cet increases in output were continuing, suggests that excess capacity is not 
rye. The recent increase in investment intentions, as reported in the mid- 
. survey, tends to confirm this view. It may be concluded that future increases 
in real demand and output will increasingly call forth new additions to capacity 
in the form of investments in plant and equipment. Since the long-term relation- 
ship between the stock of physical capital and real output has not changed 
significantly, it can be expected that increases in real output will require approxi- 
mately similar rates of increase in the stock of capital; this situation is approxi- 
mated when new investment and output advance at similar rates. Recent 
small improvements in corporation profits, which tend as a statistical series. to 
lead that of new expenditures on plant and equipment, are consistent with the 
view that a moderate expansion of new investment, in line with sales and out- 
put, might be expected in the coming year. 


_ The overall demand and supply picture suggests a rate of increase in GNP 
over the next nine to twelve months not much different from that of 1968 as a 
whole, compared to that of 1967. However, more of the increase should be in 
quantity, and less in prices, than in 1967 and 1968. The significant easing of 
interest rates apparent since the exchange crisis of last spring, which is described 
in detail later in this paper, should assist in this advance. 


a 


THE WORLD ENVIRONMENT 


The International Economy 

Economic developments in Canada are profoundly affected by the world 
environment. Because exports represent a very substantial part of total demand 
in Canada, events in other countries can quickly affect employment, incomes and 
economic activity in Canada. This country, too, is particularly sensitive to 
strains and tensions in the international financial system ; capital flows in or out 
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of Canada, whether of domestic or foreign origin, can be of such magnitude 
tive to Canada’s economy as to pose difficult problems of economic manage- 


The economy of the western world in 1967 recorded a definite slow-down in 
growth as compared with 1966. 


_ In the North American hemisphere this weakening occurred in the course of 
he longest period of expansion since the war. Signs of strain had been in evidence 

ce the second half of 1965 and were aggravated by expansion of inventories 
n 1966. Mounting pressures on prices and costs then began to erode profits, 
ulting in some decline in the volume of private investment from the beginning 
the fourth quarter of 1966. 


The U.S. economy in 1967 went through two clearly defined phases. In the 
first half of the year there were two dominant factors: a temporary check to 
wth and growing concern about inflation. The inflationary and financial 
ssures had as their basis the unusually high budgetary deficit, the slow-down 
in tax revenue receipts, and the resultant heavy government borrowings in the 
ital market. In the second half of 1967, continued increases in military expend- 
res and the failure of Congress to act upon the President’s proposal for tax 
acreases aggravated the inflationary atmosphere. From July onwards renewed 
xpansion of the economy was clearly evident as a result of the renewed accumula- 
ion of inventories; furthermore, consumer demand was firm, especially for 
urable goods, and housing construction moved up sharply. 

Quarterly movements in the U.S. gross national product reflected these 
trends. In the first three months of 1967 GNP advanced only slightly; in the 
econd quarter of the year the progress was somewhat more marked, but begin- 
ing in the third quarter GNP resumed relatively rapid growth, accelerating 
gain in the first two quarters of 1968. The fiscal restraints upon income which 
ae into force from July 1968 are expected to slow down economic activity in 
two last quarters of 1968, contributing both to the stabilization of costs and 
prices and to better external balance. 


_ The balance of payments, despite a certain improvement in capital flows 
from the U.S. point of view, remains in deficit because of the deterioration in the 
nerchandise trade balance. Exports appear to be rising rather more rapidly in 
68 than in 1967, but merchandise imports are expected to grow even more 
rapidly. 


In the United Kingdom, 1967 was a year of growing crisis. The war in the 
Middle East, the world-wide rise in interest rates, and the dockers’ strike all 
einforced the country’s economic difficulties, while the need to restore stability 
the payments position became increasingly more pressing. The November 1967 
valuation of the pound and the strengthening of the measures of reform were 
ntended both to bring about a better balance in the British economy and to 


¥ 


estore the balance of payments. 


- The course of economic events in the United Kingdom in 1967 had made 
uch steps unavoidable. The growth rate of gross domestic product for the year 
a whole was only a little over one per cent, while the overall production index 
d remained almost stationary since 1966. Unemployment had risen from a level 
one per cent of the labour force in the second quarter of 1966 to reach 2.4 per 
t in the third quarter of 1967. Moreover, in 1967 exports declined while 
imports increased. . 


“ 
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Developments in the U.K. economy resulting from the combination of 
devaluation and anti-inflationary measures were expected to lead to a rap 
improvement in the balance of payments and to increase Britain’s share ¢ 
international trade. An increase of 4.5 per cent in industrial production wa 
forecast for 1968, with total economic growth expected to be about three pe 
cent. Observers expect that the increase in activity will be in non-consumption 
sectors. 


In the European Economic Community, the levelling-off in economic growth 
which began in mid-1966 continued throughout the first six months of 196 
Despite signs of recovery in the majority of member countries from the beginni 
of the third quarter, the growth figure of about 2.5 per cent for 1967 is still t 
lowest since 1958. A sustained growth in the Italian and Dutch economies was 
not sufficient to make up for the recession in Germany. 4 


The easing in the EEC countries brought some easing in the European 
labour market and on the whole a slackening in the escalation of costs and prices 
Since mid-1967, the cyclical trough, signs of a recovery have been increasingly 
in evidence, especially in the economy of the Federal German Republic. T 
acceleration of economic activity, through its effect on trade within the co 
munity, will be a dynamic element in the growth of other member counti 
In France, judgments about the extent of price, cost and output changes this 
year have been obscured by the events ofthe spring. 


Having regard to all these circumstances, it is generally accepted that th 
level of economic activity in the Community as a whole will be higher in 196 
than in 1967. 


In Japan, the economic growth rate over the past ten years has averaged 
ten per cent. In 1967 it was more than 13 per cent. The rapid growth of 1967 had 
the effect of increasing demand for imported products, and added to exis 
pressure on the capital markets. In order to moderate this steep rate of growth a 
improve the balance of payments, the Bank of Japan increased the Bank rat 
1967 and again in 1968 and has:limited loans by the chief banks.. In addition, # 
government found itself obliged to postpone a great many public investme: 
projects. In 1968 the growth of the economy is therefore expected to be m 
reduced from the 1967 rate. . 


The year 1967 thus saw financial constraints affecting economic activity im 
many countries. Indeed, there was persistent and prolonged pressure on intel 
national capital markets. Within countries there was a bidding-up of the p 
of money between the public and private sectors on the one hand, and between 
individual borrowers on the other. The resulting increase in interest rates beca 
world-wide through international transactions. Due to inflationary expectatio 
this condition persisted in spite of slack in most countries. Cyclical crec 
contraction is customarily short and sharp, and is followed by a decline 
interest rates, but the adjustment, due to the intense competition for funds at 
problems of confidence, was slow to develop in 1968. However, some easing 
interest rates has occurred in recent months. 


Problems of the International Financial System 


The international monetary arrangements developed since the second world 
war have, on the whole, worked well, making it possible for world trade to g 
at an unprecedented rate. It has been apparent for some time, however, 
fundamental changes in the existing arrangements weuld be necessary during the 
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foreseeable future if world trade was to continue to expand rapidly. The knowl- 
edge of the imminent need for such a change and the uncertainty as to the form 
that it might take have therefore had an unsettling effect on the international 
financial community during recent years. 


4 The essence of the problem concerns the future growth of international 
reserves with which to finance a growing volume of world trade. During the 
post-war period these reserves, i.e. the total of countries’ holdings of gold, 
foreign exchange, and certain types of claims on the International Monetary 

‘und, grew much less rapidly than the volume of world trade which they helped 
to finance. This was made possible by the increased efficiency of the system due 
to improved co-operation between monetary authorities, and by the redistribu- 


tion of reserve assets from the United States to other countries, particularly in 
urope. 


The dominant element in the growth of international reserves during the 
period has been the accumulation of reserve currencies, particularly U.S. dollars, 

y the monetary authorities of other countries. Claims on the International 
Monetary Fund, though growing more rapidly in relative terms, were much 
ess significant in absolute terms because of their narrow base. F inally, although 
old has continued to be by far the largest component of total reserves, yearly 
dditions to official reserves from newly mined production were increasingly 
ss significant in the overall picture and in the past couple of years gold has 
ctually flowed out of official reserves into private hands. 


_ The accumulation of U.S. dollars by other countries had been a welcome 
evelopment during most of the fifties, when foreign monetary authorities were 
ill intent on restoring their depleted foreign exchange reserves. As this process 
eared completion, however, the continuation by the United States on a substan- 
al scale of a deficit on international transactions became a cause for concern, 
eightened by the already existing chronic balance of payments problems of the 
nited Kingdom, the other major reserve currency country. ; 


Thus it became essential to confidence in the international monetary 
stem for the United States and Britain to bring their payments into balance. 
ut success would have meant that the reserve currencies: would thereby cease 
0 be a significant source of liquidity growth, and it was most improbable that 
is would be completely offset by further increases in gold holdings and claims 
n the IMF. Consequently, to help ensure a healthy continued growth of world 
ade, a major international effort was begun to develop a plan for the creation 
| a new reserve asset that would be subject to rational control in an established 
international forum. Studies and negotiations directed towards this end were 
eiried out during the four years preceding 1967. During this period recurrent 
disturbances occurred which underlined the seriousness of the situation and the 
heed to develop a contingency plan. 


| The growing unwillingness of some countries to increase further their 

oldings of reserve currencies meant that financial flows, the counterpart of real 
conomic activities such as international trade and investment in productive 
lant and equipment, became the target of selective restrictive measures by 
oth surplus and deficit countries. While these measures have included prmernes 
“guideline” directives aimed at specific activities, they also have taken t : 
m of the traditional means of affecting the volume and direction of penile 
s, that is, changes in interest rates and in the availability of capital fee 
use in international financial transactions. Competitive reliance on the 
‘interest rate as a means of controlling international capital flows, and the entry 
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of speculators into the picture at times of particular stress, thus became in- 
creasingly a feature of the international economy during the middle sixties 
Speculation contributed heavily to world currency pressures in both 1967 and 
1968. 

B 


During the spring and summer of 1967 the British pound remained under 
intermittent pressure which became persistent after the Middle East crisis. 
Despite major support operations mounted by the IMF, the Bank for Inter 
national Settlements and individual central banks, pressure on the pound 
became overwhelming during November, and a 14.3 per cent devaluation took 
place on November 18. At the same time the Bank of England Bank Rate was 
increased from 6% to 8 per cent and the government announced a series o 
deflationary measures. It is a credit to international co-operation that no major 
trading nation followed the British devaluation and its unsettling effect was 
thus minimized. 


The devaluation of the pound deflected bearish sentiments against the 
U.S. dollar and a run into gold began which was to cost the United States $2.4 
billion of gold in the five months beginning in November 1967 and ending i 
March 1968. Pressure on the capital markets in the United States during most 
of 1967 remained intense and towards the end of the year long term rates reache 
their highest level in over 40 years. A worsening U.S. balance of payments 
deficit, the failure of Congress to act on the Administration’s proposal 7 
temporary tax surcharges on personal and corporate incomes, and the devalua- 
tion of the pound with its consequences for the U.S. dollar all tended to worsen 
the U.S. financial markets. Consequently, long-term rates reached still higher 
levels in March 1968 and short-term rates continued their steep climb whict 
had begun in mid-1967. 


These interest rate developments, with increases in one country feeding 
on, increases in another, had certain economic repercussions in Canada in 1967 
and 1968. While domestic factors affecting the cost and availability of a 
to some Canadian borrowers were of primary importance, the international 
situation exacerbated the problem. 


At the annual meeting of the IMF which took place at Rio de Janiero 
in September 1967, the Governors gave their approval to the outline of a pro- 
posal to establish a new facility in the IMF for the creation of a new reserve 
asset. The new asset, referred to as Special Drawing Rights (SDR), will supple 
ment, rather than replace, existing reserve assets and will be used in transactions 
between monetary authorities alone and in conjunction with ‘traditional’ 
reserve assets. This facility will permit the orderly expansion of monetary re- 
serves, and machinery has been set in motion in many member countries to 
secure the necessary legislative authority for participation in the new arrange- 
ments. 


These long-term developments, however, had little immediate impact on 
world financial difficulties in late 1967, and the new pressures building up against 
the U.S. dollar following the devaluation of sterling led the President, on January 
1, 1968, to introduce a stringent new balance of payments program intended to 
bring about a major improvement in the U.S. balance of payments. Its main 
provisions were directed at reducing direct investment outflows, increasing the 
repatriation of funds by U.S. subsidiaries abroad and discouraging U.S. tourists 
_ from travelling outside the western hemisphere. 
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In the absence of any headway in Congress on the President’s long-delayed 
proposal to reduce the budgetary deficit, the President’s announcement 
d to have any lasting effect towards restoring confidence in the U.S. dollar 
hence in the system as a whole. Instead, speculation again developed shortly 
the New Year, directed against the Canadian dollar and certain other 
rencies and a little later spilling over into a renewal of massive speculative 
d hedging activities in the gold market. Gold losses from international reserves 
same so large by March 17, 1968, exceeding $3 billion since the devaluation 
erling in November, that the Gold Pool ceased to support the private gold 
ket and established a “two-tier” price system. Under this arrangement the 
rmer Gold Pool members agreed that henceforth officially-held gold should be 
only to effect transfers among monetary authorities, and therefore they 
ded no longer to supply gold to the London gold market or any other gold 
ket. Moreover, since the existing stock of monetary gold was sufficient in 
w of the prospective establishment of the IMF Special Drawing Rights 
ility, they no longer felt it necessary to buy gold from the market. Finally, 
agreed that henceforth they would not sell gold to monetary authorities to 
ace gold sold in private markets. The subsequent settling of the “free” gold 
at only a moderate premium over the official price was instrumental in 
cing speculative activity very markedly. 


_ At the end of March the remaining aspects of the SDR proposal still out- 
tanding were settled at a meeting in Stockholm of Ministers of Finance and 
ral Bank Governors of the Group of Ten. Whereas the establishment of the 
tier gold system had been intended to solve an immediate problem, the 
ockholm meeting had a reassuring effect by illustrating the progress being 
de towards a long-term solution to the problem of ensuring the adequacy of 
nternational liquidity. 


_ The progress thus made on both of these fronts substantially reduced the 
ier crisis atmosphere in the international monetary system. Further progress 
is direction was made in June 1968 with the long awaited passage of the 
. tax bill. Passage of the tax surcharge legislation was taken by foreign 
rvers as a real indication of the U.S. determination to restore confidence 
e U.S. dollar, and as such was influential in further restoring order in the 
stem. 


The response of the Canadian financial system to these events is discussed 
N detail in a later section. The process of the 1967 readjustment and continued 
wth of the economy which took place within this framework of events is 
Ow reviewed, in some detail, in the following pages. 


READJUSTMENT 1967 and 1968 

Income Developments 

In 1967 as a whole the growth in aggregate wages, salaries and supple- 
mentary labour income moderated from the exceptionally rapid rate of (1966, 
d in the first half of 1968 the more moderate trend continued. (Statistical 
ils are set out in reference tables 2 and 3). This slower rate of growth prin- 
lly reflected a less rapid increase in employment, as average earnings of 
loyed workers have continued to advance sharply. Average weekly hours 
worked in many industries were marginally less throughout 1967 than in 1966, 
id have shown no widespread tendency to increase in 1968. 
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The levelling-off in construction activity, after the sharp increases of 1968 
and 1966, brought about a decline in employment and a much smaller advance 
in average income per employee in this sector (see reference table 4). In manufac: 
turing, employment was virtually unchanged while average incomes slightly 
accelerated their advance. Among the service industries trends were mixec 
On the whole, the increase in average earnings in 1967 exceeded that of the prev- 
ious year mainly by reason of the substantial advances agreed upon in new labour 
contracts, which have had a growing impact upon employee remuneration 
across entire industrial sectors, although the greater degree of slack in the labour 
market, reviewed below, slowed the advances in certain service industries. 


CHART 2 


SELECTED COMPONENTS OF INCOME 
1965 — 1968 


BY QUARTERS 
(Seasonally Adiusted at Annual Rates) 


Billions of Dollars 


(Ratio Seale) 


LABOUR INCOME 


CORPORATION PROFITS 


INVESTMENT INCOME 


UNINCORPORATED BUSINESS INCOME 


Corporation profits before taxes, which declined fractionally in 1966 
recorded a further decline in 1967. A substantial recovery occurred during th 
first half of 1968, although labour contract disputes in some industries make 1 
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ficult to assess the actual underlying strength of the profit position. In manu- 

uring, the profit pattern overall was one of slow improvement from the low 
int reached in the first quarter of 1967, with declines in some industries being 
set by advances in others (see reference table 5). The mining group recorded 
od gains in almost all quarters, but trends were mixed in the service, trade and 
her non-manufacturing groups. Over the year, and continuing into 1968, 
ie: transportation, storage and communication group showed persistent hesi- 

cy; but wholesale and retail trade together, after a slower year in 1967, 
corded stronger profits during the early part of the present year. 


TABLE 1 


LABOUR INCOME AND PROFITS 
_ 1965 to 1968 
(Seasonally adjusted at annual rates) 


1967 | 1968 
——= 1965 1966 1967 
on. iQ. | 2Q 
(Millions of dollars) 
ges, salaries and supplementary 
labour INGOWOG eae asoeet EM eS. 26,179 29, 661 32,389 33, 182 33,776 34, 740 
Jorporation profits before taxes and be- 
fore dividends paid to non-residents 5,199 5, 145 5,020 5, 236 5, 232 5,596 
(Per cent change from previous period) 
Wages, salaries and supplementary 
PAD OUDIN COME DA ob... cic ec tie aslnied ese: ee toee 9.2 1.1 1,9 2.9 
Jorporation profits before taxes and be-| - 
fore dividends paid to non-residents. 7.9 —1.0 —2.4 1.70) | —9.1 7.0@ 


-@MQuarterly change. 
Source: DBS The National Accounts. 
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Corporate profits before taxes in the first half of 1968 represented 11.1 per 
nt of net national income. In 1967 as a whole they amounted to 10.8 per cent; 
recent years, the share of corporate profits in the total reached a peak of 13.6 
ber cent in 1964, and since then it has been declining. 


_ Net income of non-farm unincorporated business, after advancing slightly 
1966, picked ‘up strength as 1967 wore on and achieved a year-over-year 
of over eight per cent. This group, which includes a large number of small 
rprises engaged in construction activity, again showed growing strength 
ards the mid-year mark in 1968. Interest, dividends and other property 
come has advanced rapidly in 1967 and 1968, partly due to the relatively 
gh interest rates and rising rentals prevalent during this period. 


xpenditure Trends 


On the expenditure side, as on the income side, some components have 
evealed cyclical characteristics over the past eighteen months. Similarly, how- 
ver, this mild recessionary pattern has been almost totally obscured by the 
ontinuation of strong expansionary trends in other forces of demand, and by 
€ impact of the special events of Centennial year. In the aggregate, therefore, 
penditures have grown at rates which, while more moderate than those of 
166, have remained strong. Quarterly expenditure developments are set out 
1 detail in reference tables 6 and 7, and depicted graphically in Chart 3. 
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CHART 3 


GROSS NATIONAL EXPENDITURE 
AND SELECTED COMPONENTS 
IN CURRENT DOLLARS 


1956 — 1968 


(Seasonally Adjusted at Annual Rates) 
By Quarters 
Billions of Dollars 


(Ratio Scale) 


GROSS NATIONAL EXPENDITURE 


CONSUMER EXPENDITURE 


GOVERNMENT EXPENDITURE 


INVESTMENT phy 


CHANGE IN BUSINESS INVENTORIES 


(Arithmetic Scale) 


oe Z Yj 3 


1956 ‘57 ‘58 ‘59 ‘60 ‘61 ‘62 ‘63 ‘G4 ‘65 ‘66 ‘67 ‘68 
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_Among the expenditures revealing mild cyclical features, business fixed 
ital outlays including housing have been the most important. On a national 
counts basis, a decline of about one per cent in value and four per cent in 
volume occurred in this sector in 1967 as a whole; the quarterly pattern for total 
investment expenditure showed small but almost uninterrupted declines from 
id-1966 to end-1967; strengthening in this sector now is apparent although 
me of this represents higher costs. (These developments are shown in Chart 4). 
The movement of business expenditure on plant and equipment reveals even 
more sharply a cyclical-type pattern. This component reached a peak in the 
fourth quarter of 1966, and fell to its trough in the fourth quarter of 1967, since 
when it has again moved up. It may be observed that as the actual decline in 
this component was of such modest proportions the recovery would not have to 
be very sharp to resume an appropriate long-term trend. 


CHART 4 


BUSINESS GROSS FIXED CAPITAL FORMATION™ 


1956 — 1968 
ANNUAL 


Billions of Dollars 


(Ratio Scale) 


UTILITIES 


HOUSING 


aa 
a= 


— of 
TRADE, FINANCE AND 
COMMERCIAL SERVICES 


MINING, QUARRYING, 
OIL AND GAS WELLS 


1956 57 58 59 


*On a National Accounts Basis 
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Housing expenditures, too, showed a cyclical pattern. Conditions in the 
financial markets brought about a very marked decrease in the funds available 
for mortgage investment in 1966, and residential construction outlays fell 
through that year from a first-quarter peak. This trend was sharply reversed 
in 1967, and quarterly gains were substantial until some hesitation again be- 
came apparent in late 1967 and early 1968. Growth in this expenditure com- 
ponent has been re-established following a high level of new starts early ir 
the present year. The recent pattern of housing starts is shown in Chart 19, 
on page 60. 


TABLE 2 
CAPITAL EXPENDITURE 


1957 1961 1965 1966 1967 1968 @ 


Total capital expenditure™..... Be om $m| 8,717 8,172 12,865 15,090 15,174 16,038 
Total capital expenditure—per cent ins 


crease over preceding year.......... 8.5 —1.1 17.6 17.3 0.6 5.7 
Total capital expenditure in constant 
dollars, index 1957=100............. 100.0 90. 0 120.9 136.0 133.1 
Total capital expenditure as a per cent 
of 1 ete RR Ad Sette eee BON | 27.3 21,8 24.6 26.0 24.4 24,0@ 


“ Includes housing, business and social capital. 
Intentions. 
Estimate by Department of Finance. 


Source; Private and Public Invesiment in Canada, Outlook, annual, and mid-year review 1968. 


Another indication of the cyclical nature of recent capital expenditure 
may be found in the changing composition of the programme. Thus, at a peak 
period of business expansion the contribution of business capital expenditure 
to the total rises to a maximum. The share of governments and housing be- 
comes more significant at times of slower growth. Recent trends are set forth 
in table 3 and depicted graphically in Chart 5. 


TABLE 3 
COMPOSITION OF TOTAL CAPITAL EXPENDITURE 


1957 1961 1965 1966 1967 1968 
(Per cent of total capital expenditures) 
Business capital expenditure............. 64.9 | 58.3 GYavael 64.0 61.5 59.1 
Social capital expenditure............... 18.7 23.30 D4 bel 21.5 23.0 24.3 
Housing expenditure.................... 16.4 18.0 16.6 14.6 15.5 16.6 
Total Capital Expenditure.............. 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 


(Intentions. 


Source: DBS and Department of Trade and Commerce: Private and Public Investment, Outlook, annual 
and mid-year review, 1968. 
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The full nature of this readjustment in capital expenditures may be brought 
jut. by placing the changes which have occurred into a longer-term context, 

d by consideration both of the capital stock position and the impact of 
nancial strains upon the liquidity of Canadian corporations. The timing of 
some investment activity, too, was governed by non-economic factors. 


The slight decline of business capital expenditures in 1967 and the modest 
reversal in 1968 has represented a relatively smooth adjustment following 
several years of extremely rapid growth up to 1966. Indeed, the rate of growth 
yw capital expenditures from 1961 to 1966 was about 40 per cent greater than 
hat of GNP. This high rate of growth was not sustainable in the long run; by 
he end of 1966, the'capital stock of the economy was adequate for current levels 
f output and, in general, there was no excess capacity. 


9 CHART 5 

PRIVATE AND PUBLIC CAPITAL EXPENDITURES* 
1956 — 1968 

F Billiens of Dollars 

TOTAL PRIVATE AND PUBLIC 

: CAPITAL EXPENDITURES 

; 7 

4 BUSINESS CAPITAL 
; Yigg (ex-housing) 
j 

7 

Yj 

Yj 

| ] SOCIAL CAPITAL 

Yj 

| j aoa™= — 

; Y 227° HOUSING 

; 


7 


1 
1956 57 58 59 


*Based on "Private and Public Investment in Canada.” 
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From this viewpoint, the recent slower pace of business investment, whic 
has been in fact nothing more severe than a levelling-off, sharply contr 
with the situation following the 1955-57 investment boom. On that occasi 
the boom had continued over-long, excess capacity had been built up, and tota 
capital expenditures fell sharply and remained at low levels relative to G 
for many years thereafter, as indicated in table 2 and reference table 12. 


The impact of financial constraints on business capital expenditures has 
taken the form of hesitation in making new plans rather than in failure to com- 
plete projects begun earlier. Some major developments in which large-scale 
financing plays a part have been stretched out, including some major hydro- 
electric projects. These financial developments have also been reflected in the 
postponement of some institutional construction. Finally, it should be borne 
in mind that 1966 saw the virtual completion of a number of major projects 
whose timing had reflected particular circumstances; among these were some 
large paper mills in British Columbia. | 


Among the other components of expenditure, non-farm business inventories 
also have displayed cyclical characteristics. Accumulation rose to peak rates 
in mid-1966, after which quarterly gains were more moderate. However, inventory 
levels remained high throughout most of 1967 until an actual decline occurred 
in the final quarter. In the first half of 1968 there has been virtually no accu- 
mulation of inventories. 


Among the expenditure components showing continued expansion, consumer 
outlays have been an important sustaining force. The growth has been rapid 
during the last four years, with an annual growth rate averaging somewhat 
more than eight per cent; this rate was maintained during the first half of 1968. 
However, as the annual increase in consumer prices advanced from 1.6 per cen 
in 1964 to more than three per cent in 1967, the growth in real terms has declined 
from a very high rate of 6.3 per cent in 1964 (when economic slack was being 
taken up) to an annual rate of 4.8 per cent in 1967. This latter rate was approx- 
imately maintained in the first quarter of 1968, although a rather lower rate 
developed in the second. 


TABLE 4 


GROWTH OF CONSUMER INCOME AND EXPENDITURE | 
1963 to 1968 | 
Ne a a ieee ech einltie tE SA PLAI 


es 1963 1964 1965 1966 1967 1968 
; (Per cent change from previous year) 

Personal disposable income............. 6.3 5:7 10.8 9.8 8.1 6.7 
Consumer expenditure: . 
Total current dollars................ 6.0 7.9 8.1 8.7 8.2 8.5 
Priceancreases iis sien clon cloee 1.4 1.6 2.0 3.4 3.3 4.2 


Total real consumer expenditure.... 4.5 6.3 6.0 5.1 4.8 4.2 


© First half year over first half 1967. 


Source: DBS The National Accounts 
DBS Canadian Statistical Review. 


Consumer expenditure on durable goods increased by nearly five per cent 
in 1967. A price increase of over 2} per cent reduced the real growth to two per 
cent. The 2} per cent price increase was in contrast to virtually unchanged 
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for consumer durables over the previous several years. The quarterly 
n of these expenditures has been erratic, as is typical of this volatile 
nt of personal spending, and has continued to be irregular in 1968. 


{In real terms, 1967 personal expenditure on non-durable gootls increased 
ver seven per cent while the volume of expenditures on services grew at 
than three per cent. Part of this sharp divergence in real growth rates was 
ed to the statistical treatment of very large 1967 expenditures by foreign 
ists, to which reference has already been made. This adjustment, which 
large in Centennial year, is conventionally attributed to personal expenditure 
| services, when in fact some of the expenditures were for purchases of non- 
urable goods. 


ne 


_. Expenditures on goods and services by governments have also been a 
ajor element within the total demand pattern. The federal, provincial and 
nicipal governments together increased their outlays by just under ten per 
nt in 1967 from the 1966 level. While this advance represented a sharply 
duced rate of growth from the gains of the two previous years (in 1966 the 
Wivance was around 174 per cent), the share of the government sector in gross 
aational expenditure has continued to increase. Thus, in 1967 and the first 
lf of 1968 government purchases of goods and services represented some 20 
r cent of total national expenditures; the ratios were 19.4 and 18.4 per cent 
1966 and 1965 respectively. 


Purchases of goods and services by provincial and municipal governments 
orm about two-thirds of all government expenditure on goods and services. 
These rose by 10.2 per cent in 1967. During the first half of 1968 they reached 
an annual rate of $8,740 million, some 9.5 per cent above the corresponding 
eriod in 1967. Federal outlays on non-defence goods and services rose 11.0 
per cent in 1967 and 7.6 per cent in the first half of 1968. A smaller rise in defenee 
putlays reduced the growth in total federal purchases to 8.6 per cent in 1967 
id 4.9 per cent in the first: half of 1968. These developments are summarized 
n table 5. 

q 


TABLE 5 
. EXPENDITURE ON GOODS AND SERVICES BY LEVEL OF GOVERNMENT 


j — 1963 1964 1965 1966 1967: 1968 

, (Millions of dollars) 

en ee oer bee aaa, bo teak | aan | Omak aera 

ERCENLAG CONS GUNES tira. tt sy eas Snake 6.7 6.4 6.3 6.7 6.9 eed 

Shee) ot Sa een 1,725 1,929 2,188 2, 663 3,015 3,240) 

Percentage of GNE..............205+. ) 4.0 4 4.2 4.6 4.9 5.1 

emicinalen eA ees. vod. Cos cays 3,416 3,679 4,133 4,708 5,103 5,500 

Percentage of GN Bi iiccéc ccc cevive snr ces 7.9 7.8 7.9 8.1 8.2 8.7 

| STARE) at TR Sn SO Ae 8,075 8, 654 9,614 | 11,286 | 12,377 | 13,236 
Percentage of GNE.............. 18.6 18.38 18.4 19.4 19.9 20.8 


at cel NN a RS a il SE Fe ee i a ee 
(First half year, seasonally adjusted at annual rates. 
©) Department of Finance estimates. 
Source: DBS The National Accounts. 
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CHART 6 


BALANCE OF PAYMENTS — CURRENT ACCOUNT 
1965 — 1968 
SEASONALLY ADJUSTED — BY QUARTERS 
(Billions of Dollars) 


(Ratio Scale) 
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The expansion of demand for the type of services provided by government 
course related to the rapid growth in the economy and the increasing com- 
xity caused by urbanization, rising demand for technological skills and con- 
ng rapid gains in population and labour force. These changes also have had 
mpact on government capital investment, which similarly has increased 
idly as outlays on such things as transportation facilities and schools have 
me greater. In 1965 and 1966, fixed capital formation by all governments 
acreased by close to 20 per cent annually; in 1967 and during the first half of 
968 this receded to an increase of around eight per cent, but this still represents 
growth rate of almost twice the average recorded prior to 1965. 


 # 
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foreign Trade and the Current Account of the Balance of Payments 


- On a national accounts basis, exports of gogds and services, which comprise 
ore than one-fifth of GNP, provided a considerable stimulus to the rapid 
economic expansion of the 1960s. With the exception of 1962 and 1965, they 
ave increased more rapidly than GNP. This remained true in 1967, even though 
growth in that year, at 12.3 per cent, was less than the 16.5 per cent gain 
the preceding year. Strong quarter-to-quarter gains of 10.0 per cent and 3.7 
er cent respectively were recorded in the first two quarters of 1968. In 1967 
here was a 17 per cent increase in service receipts and a smaller growth of about 
) per cent in goods exports. The large increase in 1967 service receipts reflected 
preatly increased tourist receipts related to Expo ’67 and Centennial year 
activities. 

It is generally true that the current account deficit in the Canadian balance 
f payments tends to increase during an expansionary period, and to decline 
ith a moderation in domestic demand. There are, however, sufficient non- 
yclical factors present at all times either to obscure this relationship (as between 
1962 and 1964) or to exaggerate the effect, as during the period of adjustment 
thich was experienced in 1967. 


a 


ps TABLE 6 


CHANGES IN CURRENT ACCOUNT BALANCES®® 
1967 over 1966 


1Q : 2Q 


3Q 4Q Year 
, (Millions of dollars) 
Beeirncises balance see hin at oka tees seule yee nue + 88 + 55 —137 +251 +257 


Non-merchandise balances: 
+172 +290 + 35 +487 


cg ELON sce ie ea nn Oh aes pee ee ee pee 
4306 | +46 | +262 


Total non-merchandise..........--...0-200+555 — 35 + 45 
+100 +169 +287 +619 


fotal current account balance..............-5+++> + 53 


Change over the corresponding quarter of the previous year. 
®@) Balance of payments basis. 


Nore: +=increase in surplus, reduction of deficit, or swing into Ae ae 
- —=increase in deficit, reduction of surplus, or swing into deficit. 
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On a balance of payments basis, the reduction in the current account t 
$543 million in 1967 owed over three-quarters to a swing in the travel account 
but the contribution of merchandise transactions to the improvement was 
substantial. As table 7 shows, Canadian expenditure on foreign goods and serv 
in 1967 rose at less than half the rate of the previous year, in accordance witt 
domestic economic conditions, and the more moderate growth in current pay: 
ments was reflected in every account except inheritances and emigrants’ funds 


TABLE 7 
CHANGES IN INCOME AND EXPENDITURE WITH OTHER COUNTRIES 


Income from Payments to 
other countries other countries 


1966 | 1967 1966 | 1967. 


(Per cent change from previous yea +) 


Merchandise tradeceristnunh, cen Uae Retell ea a tian eRe Mo 18.1 10.3 Vie) 
(excluding, wheat and four). ak eee te ee, (17.1) (15.3) ZH) 
Gold production available for export..........................| — 8.0 —11.8 a 
MTA VE renin tiie Wiha Mean ea aR CNS RN ENA i Se tuk 12.4 55.2 Toa — 2.6 
interestiandidividends suc. a) su hae Mme cpr, Ny Ny et = 1.2 — 7.5 5.0 4.. 
hreiphtiandishipping 17, cak ln ote ea tat a eae 1855 eG 8.1 7.4 
Inheritances and migrants’ funds............0.c.c0ccecceeeeee 24.1 2507, — 6.2 7.6 
Oticialicontributions. ghee eet Gee eso ees ee ee — — 78.5 9. 
@ENOeriservices ests coe Ee ee RS LYNE L 6.2 18.5 12.0 
ote leervicesit bmi hee he hye NC RN aaa 12.2 20.5 11.8 6.0 
(exchudingitravel) een eee ee CNS CRRA eo (12.1) (7.4) (11.5) (8.1 
otalincomelonexpenG cures. sae see eee ee 16.7 12.6 15.4 Uh 3 


Exports of merchandise, which rose more rapidly than imports of merchan 
dise, led to an improvement in the merchandise balance. The smaller rate 0 
increase in 1967 than in 1966 was a reflection of the generally less buoyan 
market conditions abroad in 1967. Towards the end of the year, however, ther 
was a marked acceleration in economic activity in the United States and Europe 
which had a very beneficial effect on the Canadian trade balance, as it coincid =I 
with a period of progressive deceleration in Canadian imports. The recovery n 
exports in the fourth quarter was linked with a number of special factors in th 
United States, which led to the first quarterly merchandise trade surplus wit 
that country since 1951. : 


CHANGES IN MERCHANDISE EXPORTS AND IMPORTS 
é 1967 
1Q 2Q 3Q 4Q Year 


(Per cent change from same period 


@ year ago) 
Exports: (adjusted )sepeee a eee 17.4 16.0 0.3 8.9 10.3 
Emports'(adjusted) ea. ener nee ols 13.6 5.9 — 7.9 


It is of interest to trace the substantial changes in exports throughout 196 
and 1968. A rapid growth in exports had begun in the fourth quarter of 1965 an 
continued into the first half of 1967. Wheat exports, despite large aid shipmen 
to India in the second quarter, were barely above the level of a year earlier, b 
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xports of automobiles and products were still running at twice the 1966 level 
nd helped to maintain the momentum of the export expansion. Canadian 
ipments of goods other than wheat and automobiles were by mid-year still 
ising at the same rate as a year earlier, although the trend throughout the first 
alf of the year had been clearly moderating. A slight deceleration in exports 
o the United States in the second quarter was largely offset by a recovery in 
upments to the U.K., the European Economie Community, and elsewhere. Of 
aa strength throughout the first half of 1967 were exports to Japan and 
Australia. 


-___ The break in the trend occurred in the third quarter. With the close of the. 
1966-67 wheat season (and purchase agreements thereunder) at the end of July, 
heat exports fell to less than 40 per cent of the 1966 level. Motor vehicle ship- 
ments continued to rise at a rapid rate in July and August, but from September: 
‘onwards were affected by a strike in the United States which caused a shortage 
of parts in Canadian plants. Export of goods other than wheat and automobiles 
fell below the level of a year earlier in August and September, as exports to 
Europe and South Africa and Japan declined. Shipments to Japan, which until 
the end of July had maintained a level some 60 per cent higher than in the pre- 
|Vious year, showed only eight per cent increases in August and September. 
| Similarly, there was a sharp deceleration in exports to the United States which 
as only partly accounted for by the strike. Indeed, the third quarter levelling 
as remarkable for its pervasiveness. Isolated elements of strength were exports 
to Australia and the higher demand for Canadian petroleum arising out of the 
Middle East Crisis. 


The recovery in exports in the fourth quarter was extraordinary in the sense 
hat it occurred in the face of continued low levels of wheat exports and strike- 
ffected export levels of automotive products. Other exports, however, rose 
bout 13 per cent in the quarter. In part, this development was associated with 
, general strengthening of foreign demand, as the U.S. and European economies 
egan to take on more buoyant characteristics; but the most dynamic elements 
f the fourth quarter export performance were copper and iron and steel. The 
ormer was affected by the prolonged copper strike im the United States, and the 
atter by hedging operations on the part of U.S. companies against a possible 
- Steel strike in the summer of 1968. 


t. 
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_ The deceleration in imports in the second half of the year was very pro- 
1ounced. Imports of machinery, iron and steel and non-ferrous metals were 
ll below the level of the previous year. Imports of motor vehicles and parts 
rose less rapidly than before, particularly in the fourth quarter. Imports of food- 
tuffs and consumer durables rose twice as rapidly as in 1966, and imports of 
‘aircraft and parts, and of petroleum from Venezuela, also increased. 


_____ Ingeneral, there was a progressive moderation in import demand for producer 
durables and certain raw materials, reflecting the adjustment to a lower rate of 
conomic growth during 1967. The trade deficit for motor vehicles and parts 
leclined by about $150 million, but this was more than offset by the $350 million 
shortfall in wheat and flour exports. The increase in the overall trade surplus 
vas, therefore, due entirely to the turnabout in the balance on goods other than 
Vheat and automobiles, from a deficit of over $300 million in 1966 to a substantial 
surplus in 1967. On a geographical basis, the major changes were an improvement 
m the bilateral trade balance with the United States, which was considerably 
arger than the reduction in the deficit on motor vehicles and parts alone, and a 
decline of about the same magnitude in the trade balance with the state-trading 
‘countries, which accounted for nearly the entire shortfall in wheat sales. There 
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was a further improvement in the terms of trade, though not as pronounced as 
in 1966, which added approximately $155 million to the overall trade surplus 
in 1967. - 

In the first half of 1968, there was a further substantial improvement in the 
current account as a result of the large increase in the merchandise trade surplus. 
The deficit on non-merchandise transactions rose moderately in the first quarter 
due largely to higher payments of interest and dividends, and more rapidly in 
the second quarter as a result of the adjustment to more normal levels of tourist 
receipts from the corresponding quarter of last year. Canadian merchandise 
trade expanded rapidly during the first half of the year; exports of goods rose 
by 163 per cent, while the increase in imports was about 8 per cent. Many of 
the same factors which helped to bring about the recovery of exports in the fourth 
quarter were still operative in the first part of the current year. However, fol: 
lowing the fiscal changes passed by the U.S. Congress in June, and with the 
‘settlement of labour problems in the U.S. steel and copper industries, it can be 
expected that U.S. purchases will be scaled down substantially in the second 
half of the year. 


Exports to Italy and Japan have been declining, and the rate of shipments 
to the U.K., a feature of the recovery of exports in the fourth quarter, has also 
slackened. As a result, the accelerated export expansion during the first half of 
the current year has polarized increasingly on shipments to the United States. 

Imports resumed their advance in the new year. The strong demand fot 
consumer goods continued and imports of motor vehicles and parts bounded 
upward as the backlog of orders began to be filled, but imports of iron and 
steel and of machinery continued to decline. Despite this rise in imports, the 
merchandise trade surplus has increased to an annual rate of over one billion 
dollars, which is similar to the fourth quarter performance, but. represents 
twice the level of the first six months of 1967. The deficit for motor vehicles 
and parts was about the same for both periods, while shipments of wheat were 
still nearly 30 per cent lower than in the first half of last year. The trade balance 
for other commodities, however, showed a surplus of nearly $400 million, coms 
pared to a deficit of over $60 million in 1967. 


The Labour Force 


The Canadian labour force in 1967 again grew at an exceptionally rapid 
rate compared to that of other industrialized countries of the free world. How- 
ever, the actual increase of 3.7 per cent was slightly less than that of 1966, 
and the changes which occurred among the component groups were indicative 
of the adjustments taking place across the entire economy. These changes 
continued in the first half of 1968. . 


TABLE 8 
CHANGES IN THE LABOUR FORCE 
1963 to 1968 
1963 | 1964 | 1965 | 1966 | 1967 | 1968 


(Per cent change from previous year) 


otal labour force. nat. oe no. nl. 2.0 2.7 3.0 3.9 3.7 
Agricgniture: 2o% fascia cc Oba ce -1.9 —3.2 —6.1 —8.5 2.7 = 
Non-agriculture....0...500........., Pods 3.4 3.9 5.0 3.8 

OU forraara os Soe ake setate oi) ar bis: roe NS 152 1.7 2.1 2.5 2.6 
IWOmeN sentra taccs ha eee 4.1 5.5 5.3 7.3 6.2 
PAB OSTLE 1 Oe Fear oe «ts cota BMil 4.2 5.4 5.4 4.9 


First eight months, compared to the same period in 1967. 
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One of the clearest indicators of the slackened labour market pressure 
1967 was the turnaround in the movement of workers off the farms. The 
lovement out of agriculture, which has been a feature of the entire postwar 

iod, has characteristically accelerated during periods of rapid growth in 
non-farm economy, and has been less marked during recession or periods 
ss rapid economic growth. The last occasion upon which an actual increase 
he agricultural labour force occurred was during the brief but sharp recession 
954; at that time, however, the labour force itself was growing at less than 
its 1967 rate. The decline in the agricultural labour force resumed during 
first half of 1968. 


kK As table 8 indicates, the growth of the female labour force also experienced’ 
a change of pace in 1967, after a particularly sharp advance in 1966, and this 
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slower pace has been accentuated in 1968. The actual 1967 increase, howevel 
was still very substantial, as Expo and other Centennial activities created en 
ployment opportunities in a wide range of occupations of interest to wor nel 
Young people also, as their numbers continued to expand, were attracted int 
the labour market by the widespread demand for relatively unskilled and inex 
perienced workers. ie 

The 1967 labour force growth reflected higher immigration than in 1966 
although the inflow slowed during the later months of the year. The first hal 
of 1968 also showed a reduced movement of newcomers into Canada compare 
to the first two quarters of 1967. Recent labour force trends are set out in detai 
in reference table 19, and the changes of recent- years are shown in Chart 7. — 
Employment E 

Employment rose by 3.2 per cent in 1967 and advanced by a further 1.6 pe 
cent in the first eight months of 1968. The rate of increase in employment thu 
has declined quite sharply from the 4.2 per cent peak of 1966, and has fallet 
short of the increase in the labour force in both 1967 and 1968. ‘ 


TABLE 9 
CHANGES IN EMPLOYMENT 
1963 to 1968 
We 1963 | 1964 1965 1966 1967 19680 


(Per cent change from previous year) 


Motavemployment..ssscet cen eee 2.4 3.7 3.8 4.2 3.2 Ine 
Wericulture, cos .5.. sate... S179 229" 1) Base ees 2:8) | 7a 
Non-agriculture...................5. 2.9 4.4 4.8 5.4 3.2 1.8 
INDE ica ton Meat Ce Sea ts ee. 1.8 2.9 3.1 2.9 2.0 0.8 
WOMEN EY tr me. thee ie oe Le 4.1 5.7 5.7 7.4 5.9 3.4 
AgeaietOn nl , Poe yaa), Cae 4.0 5.4 7.2 6.1 3.6 0.5 


First eight months, compared to the same period in 1967. 


In terms of numbers, employment rose by 227,000 in 1967 and a furthel 
117,000 in the first eight months of 1968, or by 344,000 altogether in the twenty 
months. During this period, the total labour force increased by 468,000. Th 
unemployment rate rose from an average of 3.6 per cent in 1966 to 4.1 pe 
cent in 1967, and to 4.8 per cent in the first half of 1968. The unemployment 
rate for teenagers rose from 8.3 per cent in 1966 to 13.2 per cent in 1967, as th 
increase in teenage employment, although large, was not sufficient to absorb 
the extremely sharp increase in the teenage labour force. 


Regional Employment Trends 


By regions, the growth of labour force and employment continued the 
same broad pattern in 1967 and 1968 as occurred in 1966, although the cyclica 
changes and the impact of Expo influenced this pattern to some extent in 1967 
(Chart 8). British Columbia has again shown the most rapid growth in labow 
force and employment. The year 1967 saw an exceptionally large movement 
of labour into the region, and employment also rose unusually rapidly. However 
i common with other regions, British Columbia recorded a rise in the unem 
ployment rate in 1967, and this has continued to rise in 1968 as employmer 
gains have slowed down (see reference table 20 and Chart 9). ‘ 
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The Prairie region in 1967 experienced slower growth of both labour force 
ployment, possibly reflecting movement of workers to British Columbia 
the first half of 1968 signs of change became apparent, as the Prairie 
force (and particularly the non-farm labour force) climbed relatively 
. Partially reflecting this, the Prairie region unemployment rate rose 
the 1967 rate of 2.4 per cent to 3.4 per cent in 1968. At the same time, the 
w.of workers off the farms into the non-agricultural labour force, which had 

temporarily arrested in 1967, resumed in 1968, as non-farm employment 
region returned to a more rapid rate of growth. 


Ontario, the total labour force reached a peak rate of expansion in 1967 
gain of 4.2 per cent over 1966. The non-agricultural labour force slowed 
‘of growth from the peak of the previous year, as the outflow of workers 
griculture slowed down here also. In 1968, as the economy has been re- 
g from the activities of Centennial year, all the labour force components 
ye shown smaller advances. Non-farm employment, which rose by 4.7 per 

in 1966 and 3.5 per cent in 1967, rose by 2.6 per cent in the first half of 
ompared to a year earlier). Labour force growth has fallen to 3.1 per cent. 
esult, the unemployment rate, which had remained at 2.5 per cent in 
and 1966, rose to 3.1 per cent in 1967 and 3.6 per cent in the first half of 1968. 


Developments in Quebec have been affected both by the impact of Expo 
967 and by the readjustments which have followed. As in all other regions 
sept British Columbia, the peak rate of growth in employment occurred in 
66, but the advance in 1967 was still very substantial, at 3.2 per cent. Partly 
a reaction to this, Quebec recorded a small decline in employment in the 
st half of 1968 compared to a year earlier, and the growth in the labour force 
ly slight. The unemployment rate, despite the employment created by 
nd related activities, rose to 5.3 per cent in 1967, second only to the 
¢ region, and rose again to 6.4 per cent in the first half of 1968. 


The Atlantic region has continued to record slower growth in employment 
an other regions except Quebec, and the regional participation rates also re- 
in lower than elsewhere in Canada. In addition, although the Atlantic region 
re itly is experiencing higher unemployment rates than was the case in 1967 
is noteworthy that the spread between the Atlantic rate and those in other 
s has narrowed since 1965. Thus, although the readjustments now taking 
n the economy are resulting in higher unemployment in all regions, the 
¢ provinces are not experiencing the relative worsening of their position 
at has been apparent in similar circumstances in the past. 


tput, Productivity, Costs and Prices 
The year 1967 was a period in which real output increased less rapidly, 
apital investment outlays levelled off and the private non-farm sector com- 
ed some major expansion programmes. With continued rapid labour force 
wth and the emergence of a margin of reserve capacity, the pressures on 
urces which had become marked in 1966 began to recede. However, the 
ed demand for labour associated with Centennial year activities, and 
ntinued (if more moderate) growth in total expenditures, nai 
itions in which costs continued to rise. The general level of prices (G ; 
tor) rose by 3.9 per cent in 1967, after a rise of 4.5 per cent in 1966; the rise 
he first half of 1968 over the first half of 1967 was about 3.3 per cent. 


.* Ee 


38 


be 
Production of Goods and Services , 


The rise in real domestic product in 1967, excluding agriculture, was ¢ 
per cent, and in the first half of 1968 it continued to rise at about the same rat 
With the exception of the second quarter of the year quarterly gains in 19 
and into early 1968 were moderate, but there was evidence of greater strengt 
in the second quarter of 1968, as shown in Chart 10. 


TABLE 10 
CHANGES IN REAL DOMESTIC PRODUCT 
(by quarters) 


1966 1967 1968 
3Q | 4Q | 1@ |: 2Q. | 80. 1° 4Geiiomea 


(Per cent change from previous quarter) 
Real domestic product less agri- 


Guiturenie er ce tien ee ceet 0.3 1.3 0.6 LG 0.6 0.6 0.6 
MUNIN Deer Soe Non asec ck oe ee oe —3.5 4.9 1.4 2.6 0.8 3.2 | —0.3 
Manuflacturintaneae screams tent 0.3 Of ol —1e1 0.5 0.4 1.1 —0.3 

WNon-durablege fa: <.cdrice. vos —0.5 1.0 | —0.2 1.0 | —0.1 1.1 2.2 

Wurables scream mechs + foe 1.0 0.4 | —2.0 | —0.1 1.0 1.0 | —2.7 
Wonstraction. wean hee —4.2 | —0.8 1.0 3.1 2.0 | —3.1 1.5 

. Transportation, storage and com- 4 

MURICAtION Net oeae en ae — 2.5 2.3 1.1 0.6 0.8 2.1 | —1.6 
ETS AGG Re ctrenchhe Sid esate eae 2.8 1.7 | —0.7 4.0 | —0.5 150) o ~0.7 
Finance, insurance and real estate. . 1.1 0.7 1.2 1.5 1.2 0.9 0.7 
SOL VICES erat stoners detain aston nee 0.9 13, 153 1.6 0.9 0.3 0.6 
Commercial industries less agri- 

CULGUTE S: ton. nant elie iets tke 0.1 1.3 0.5 1.6 0.5 0.6 0.5 


Source: DBS Indezes of Real Domestic Product by Industry (1961 Base). 
DBS Index of Industrial Production (1961 =100) 


The manufacturing sector revealed some weakness through the first nin 
months of 1967, but picked up strength in the fourth quarter. This new tren 
was temporarily halted in early 1968, as industrial disputes restricted the growt 
in output in some industries, but was resumed in the second quarter. 


The construction industry, which had reached a peak in output in earl 
1966, operated at a lower rate during the second half of that year, but picke 
up again in 1967. In part this reflected the pattern of residential construction 
as housing starts declined throughout 1966 until the final months of the yea 
before turning up, but it also reflected the timing of a wide range of projects 
both public and private, associated with preparations for Expo and other Cen 
tennial activities. Strong gains occurred in the first half of 1968. The servic 


industries taken together experienced higher levels of activity in late 196 
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in total, the commercial sector excluding agriculture showed relatively 
est quarterly gains from mid-1966 (except during the Expo-stimulated 
md quarter of 1967) until early 1968, but developments during the second 
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TABLE 11 i: 


CHANGES IN EMPLOYMENT BY INDUSTRY 
(by quarters) 


1966 1967 | 1968 
3Q | 4Q fo 1 3Q 1 ko 


(Per cent change from previous quarter) 


LR shed SR Cee 3/2 | 2.8 | 0.9 | —0.8 |./dod) hee Osea Meee ee 

VENT AE OUTING > hada icemica te averse viele: 0.3 0.9 0.1 —1.0 | —0.1 —0.4 | —0.8 
INon-dtirrai bless aac alee sts ees 0.2 0.7 0.1 —0.4 —0.6 — 0.5 
Durableas kei et. caer eet 078 1.1 | —0.1 | —1.8 0.6 | —0.8 | —2.2 

GOMSETUCLION Fer ate ore ania: —1.9 1 0.3 —5.0 —0.6 0.1 0.3 


Transportation, storage and com- , “4 
DMUNICH LOM ee amet ch oie 0.8 1.0 LWA 0.1 —0.9 0.1 0.8 | —1.6 


MEA C Oy heayaae te acs Meee detente looker, 8 0.3 1.1 0.5 0.5 0.5 0.9 1.1 
Finance, insurance and real estate. . 0.8 0.7 2,2 2.5 1.5 1.0 Lal 


StS cre ake a, On 1.9 hs 1.6 2.7 2) 4s one 1.4 


Commercial industries less agri-| : 
GULDUTE Mok ae sehen | 0.1 12 0.8 | —0.4 | —0.2 0.4 0.5 


P=preliminary 


Source: DBS Estimates of Employees by Province and Industry (Seasonally adjusted by the Depart 
ment of Finance). 3 4 


However, some variations are apparent; thus, the increase in service em 
ployment in the second quarter of 1967 was insufficient to offset the decline in 
construction and manufacturing, and the sharp increase in total output in the 
second quarter of 1967 was not matched by a similar advance in total commercia 
non-agricultural employment, as the output gains were largely achieved through 
improved productivity. Within the sectors, the postwar pattern of continued 
growth of service employment and relative stability or decline in manufacturing 
employment continued in evidence, with the readjustment process in the economy 
bringing about some streamlining in manufacturing employment during 1967 
and early 1968. The construction industry and mining recorded fluctuations 
which reflected, to some extent, the specific trends in activity in these industries 


Changes in productivity, or output per worker, calculated from the changes 


in output and employment reviewed above, continued to be slow through 1967 
and early 1968.1 ) 4 


i 


Changes in productivity calculated b i 
J C y use of these two series ee 
output includes the product of the self-employed and of those Wehetoeey aes cea wide ety 
week, whereas the employment data refer only to paid workers wh 
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TABLE 12 
CHANGES IN OUTPUT PER EMPLOYEE 
: (by quarters) 


1966 1967 1968 
3Q. | 4Q 1Q | 2Q | 8Q | 4Q 1Q | 2Q» 
fevsk WUD ale Ts ls SES ES I AA enV A ae LA ER ARS er ead vo 
(Per cent change from previous quarter) 


ee Soe a 0.3 2.0 0.5 3.4 , 0.3 2.4 | -1.6 3.2 


A.) Bitoni Sees eam One lied 1.5 0.5 1.5 0.5 1.9 
Scheie Oia Se Beet —0.7 OFS y==058 1.4 0.5 1.1 Pete 073 
Oe SOF ip 1.o 1.7 0.4 MeCy di has 4.3 


EPRI e cece) wieveiens,S: «. ore =—2.3 | —1.9 0.7 8.5 2.6 | —3.2 1,2 3.9 


39 tyler hie ee ae —0.8 1.5 0.6 1.0 1.5 0.7 1.3 0.1 
2KSi4. bcp bp PARC erie ee nea 2.5 0.6 | —1.2 | 3.5 | —1.0 QDs ites Sanita 


inance, insurance and realestate..| 0.3 — | -1.0 | -1.0 | —0.3 | —0.1 | —0.4 | —1.8 


- 
: 
4 


as Si Sats fer Sat: LAG a heme, re ead (es Ok ik is Wat ET: sl pies Yd ene Garg 


-p=preliminary 
Source: tables 10 and 11. 


With respect to some of the productivity changes shown for some of the 
ce industries, it should be pointed out that there are both statistical and 
eptual problems which make interpretation of trends difficult. Fluctuations 
roductivity in construction were large, as this industry readjusted from 
earlier high levels of activity. The mining sector generally showed significant 
gains in productivity. 
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_ The readjustment process was, however, reflected more consistently in ne 
ufacturing sector, as the labour force was progressively streamlined ae 

leployed following the overheated situation of 1965 and early 1966. In 4 e 
durables industries, productivity gains were sizable in most quarters ae 
yw start in early 1967. Gains in the durables industries were affecte 2 
, 1968 by labour disputes in some areas, but otherwise also showed a eo ae 
nce. Second-quarter gains in this sector were substantial. As a resu a 
e mixed trends, the total non-agricultural commercial sector ou 

tively poor productivity gains from mid-1966 to early 1968, except during 


e unusual second quarter of 1967. 


: ; indica- 
A comparison of income and production data (table 13) provides an in 
ae Bates in wage costs and profits per unit of output. This Law ae: 
ntinued rise in total unit labour costs. Trends are depicted Sate oe 95 
rt 11. For the first half of 1968, the increase over the first bey 0 hap ho 
cent. This compared with an increase of 5.6 per cent in 1967, ove : 
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TABLE 13 
CHANGES IN EARNINGS AND OUTPUT 
(by quarters) 


1966 1967 1968 
3Q | 4Q 1Q— f) 2Q-- | 13Q1-4Q 1Q | 2QP 


(Per cent change from previous quarter) 


Sc oa de oo Oe 1.6 dad: 1,5 ey 1.3 0.7 1.6 1 

nal 2.2 1.0 0.6 2.3 2.3 0.7 1.5 6 
$o% AS ee Bo ee —0.3 0.1 —0.4 1.5 —_— 0.2 0.1 0.1 
SAC Bab ORIG ena — —0.2 —1.2 1.5 0.5 1.5 6.5 1.9 

ind salaries per unit of output 
tae ood Sein AOI: tee 1.9 1.6 1.9 0.2 1.3 0.5 1.5 1.4 
Qee 1.2 1,8 0.8 1.8 —0.8 1.0 —0.3 

a a Donte per unit of output 
By (OVNI EE 00 A Spee he —8.2 5.2 —7.2 0.3 4.6 1.0 —0.6 5.3 
M Manufacturing Sa RSet AOA aa —9.1 3.2 | —5.6 2.0 4.7 5.4 0.6 6.4 


P =preliminary 
SOURCE: DBS Estimates of Labour Income. 
a DBS Estimates of Employees by Province and Industry (Seasonally adjusted by the Depart- 


a : ment of Finance). 


DBS Indexes of Real Domestic Product by Industry (1961 Base). 
DBS Indez of Industrial Production (1961 =100). 
DBS Corporation Profits. 
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The continued strong advance in overall unit labour costs reflects both | 
modest gains in total productivity and the sustained rapidity of the 
wage rates discussed on earlier pages. Quarterly changes in the manufact 
sector have shown greater tendency to variability than the overall total. - 
series, however, have recorded generally more moderate quarterly ad 
than were observed during the period of peak pressures around mid-1966. 


Corporation profits per unit of output in the non-farm economy as a wht 
have varied sharply since late 1965. Since mid-1966, however, when there 
sharp fall in unit profits, there has been some increase. In the manufa 
sector since early 1967, in association with productivity improvements, W 
profits have advanced. Industrial conflict in the first quarter of 1968 slows 
this move towards higher unit profits. e 


Price Developments 


The forces principally bearing upon price changes in 1967 were a contimt 
but much more moderate upward movement of food prices, a rise in the price 
services as higher wage and other costs worked through the service sec 
rapidly-developing shortage of serviced land and of housing, and higher 1 
taxes at both the federal and the provincial levels. As a result of these varie 
developments the overall measure of price change, as recorded in the nat 
accounts, rose by 3.9 per cent in 1967. This represented a decline from the 4 
per cent gain of the previous year, and was followed by a further moderati 
in the first half of this year, when the GNE price deflator averaged about « 
per cent higher than the first half of the preceding year. 


oe 
After the extremely strong advances in food prices in 1966, there was 
levelling-off in this component during the first half of 1967. A sharp thi 
quarter rise was followed by a further period of relatively little change, ap: 
from normal seasonal patterns. In the early part of 1968 changes in taxes : 
levels of government caused a sharp rise in the prices of non-durables 


OU 
than food, and services. | 


¢ 


During the past two years, increases in indirect taxes, including retai S 
taxes levied at the provincial level, accounted for about one-fifth of the i 
in the prices of goods and services as measured in the Consumer Price Ind 


Consumer service prices recorded their largest gain of recent years in t 
second quarter of 1967, although further gains occurred in subsequent quarte 
to bring about a very rapid advance in this component over the period 


review. (Annual changes in consumer prices are summarized in reference table 
and Chart 13). Ne 


Residential construction costs, which showed some large gains in t 
course of 1966 and 1967, continued to rise, although more moderately, in earl 
1968; the rise in the non-residential sector, although generally less sharp, | 
followed a similar path. Machinery prices fell in 1967, reflecting the fi 
removal of federal sales tax from these items. Export prices strengthened 
year-end and have risen again in 1968, as did import prices. i 


THE GOVERNMENT SECTOR 


Revenues of the total government sector on i bal 
a national accounts basi 
inclusive of the Canada and Quebee pension plans, have increased rapidly 

recent years as a result of both economic growth and tax changes. Governme 
expenditures also have risen rapidly in this period although recently this tre 
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has moderated with the attempt by governments to curtail the growth of thi 
outlays. These developments are illustrated on Chart 14. The government sect 
as a whole has had moderate although decreasing surpluses since 1965. In 19 
and 1966 the overall surpluses were $325 million and $348 million respectivel 
During 1967 the size of the surplus dropped to about one-half of that of f 
previous year; some increase occurred in the first half of 1968, as shown | 
Chart 15. It should be noted that these figures do not include large amounts 
loans, provided by governments for various construction programmes, finance 
from accumulating government pension funds (which are taken as revenue f 
national accounts purposes), as well as by borrowing. 


Exclusive of the transactions of the Canada and Quebec pension plans, #] 
deficit on a national accounts basis of all three levels of government combin 
was $729 million in 1967, almost double that of the previous year. There w 
little change in this rate in the first half of 1968. From 1966 to 1967, the ma 
underlying factor in the change in the government position, exclusive of # 
Canada and Quebec pension plans, was the swing in the federal governmel 
sector from a surplus of $164 million in 1966 to a deficit of $256 million in 196 
while the provincial-municipal change was a small reduction in the deficit. — 


Current Developments 


The past three years’ overall surpluses on a national accounts basis, hot 
ever, mask changes which have occurred in the composition of the public secta 
The most significant of these changes were the transfer of savings from # 
private to the public sector with the inception of the Canada and Queb 
pension plans in 1966, the erosion of the federal and provincial surplus positioi 
with the expansion of expenditures, and increases in both federal tax abatemen 
and transfer payments to the provinces and provincial transfers to the municip 
governments. 


_, The reduction in the surplus of all governments combined, in spite 
rising revenues, emphasizes the sharply increased rate of expenditures whi 
developed in early 1966; these have continued to grow although rather le 
rapidly. From 1965 to 1966, total government expenditure excluding inte 
governmental transfers rose by 15.8 per cent, as compared with 11.6 per cent 
1965. In 1967, the rate of growth of government outlays was 11.4 per cent, a1 
in the first half of 1968 it again receded to 9.6 per cent. The detail underlyir 


the transactions of the government sector on a national accounts basis is pl 
sented in reference table 33. 


The Federal Government 


The surplus in the federal government sector declined in 1965, and by 196 
the federal government was in deficit. Quarterly changes in the federal positic 
during 1966, 1967 and the first half of 1968 have been quite marked as a rest 
of the introduction of several new programmes, the termination or consolidatic 


of existing programmes, and administrative changes in the processing of person: 
income tax refunds. . 


Because of the expectation of a more balanced economic environment, the 
were few tax changes in the June 1967 budget. At that time a deficit of $3C 
million on a national accounts basis was forecast for the fiscal year 1967-6 


Preliminary data indicate that the actual federal government deficit in fis 
year 1967-68 amounted to $423 million 


)'Th ‘Te 4s : F f 
Li ease es of budgetary and national accounts revenue and expenditure is presented 
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CHART 14 


: GOVERNMENT REVENUES AND EXPENDITURES 
NATIONAL ACCOUNTS BASIS 


1955 — 


1967 


MILLIONS OF DOLLARS 


(Ratio Scale) 


22000 
20000 


EXPENDITURE 
é 


(Arithmetic Scale) 


FEDERAL 


(Ratio Scale) 


EXPENDITURE . 
Pa 
Ee 


REVENUE 


(Arithmetic Scale) 
SURPLUS 


-1000 


‘67 


1955 1960 1965 


*Excluding Intergovernment Transfers 
-** Including Canada and Quebec Pension Plans 


TOTAL” 


22000 
20000 


15000 


gy 
e 
Pig 


10000 
9000 
8000 


7006 
6000 


SURPLUS 


(Ratio Scale) 


EXPENDITURE ,% 
é 
E 
e, 


REVENUE 


+1000 
(Arithmetic Scale) 


48 cee 


On a calendar year basis, federal revenues rose by 8.4 per cent in 1967, 
and by about as much in the first half of 1968. Approximately three- quart S 
of the revenue increase in these years was accounted for by gains in persona 
direct taxes. In 1967, these reflected the full year effect of the June 1966 sub 
stantial restoration of the 1965 tax reduction and, in 1968, the surtax on persona 
income imposed as of January 1, 1968. The increase is net of an additiona 
$150 million in personal income tax abatements in favour of the provinces im 
1967. Indirect taxes, investment income and employer and employee con- 
tributions to social insurance and government pension funds contributed $250 
million to the gain in 1967 and at a more moderate rate in the first half of 1968 
Corporate tax liabilities declined slightly in 1967, reflecting both the slow growth 
of corporate profits and the additional one per cent transfer of corporate taxes 
to provinces other than Quebec. A three per cent surtax imposed from January 
1, 1968, and the resumed growth in corporate profits, accounts for a gain of 
11.8 per cent in corporate tax liabilities in the first half of 1968 over the c 
responding period in 1967. 


T- 

OF 
3 

j 


Total federal expenditures rose by 12.9 per cent in 1967 and 10.6 per cent in 
the first half of 1968, thus maintaining a moderating trend from the 14.4 per 
cent gain of 1966. Transfer payments to persons contributed a substantial 
proportion of the total over the last eighteen months, reflecting the reducti 
in the minimum age limit for old age security payments, the introduction of the 
guaranteed income supplement in 1967, additional transfers for adult education, 
and increased coverage by the unemployment insurance fund. Purchases of 
goods and services increased by 8.6 per cent in 1967 as compared with a gain of 
19.0 per cent in 1966. Most of this increase was for operating costs not for capital 
formation. Additional wage increases in the first quarter of 1968 partially ac 
counted for the continuation in the growth of expenditures on goods and services 
Transfers to provincial and municipal governments reached an annual rate of 
more than $2,400 million in the first half of 1968, largely on account of highe! 
payments to provinces for equalization and the expansion of federal grants for 
adult training and shared-cost programmes. " 


Provincial and Municipal Governments 


The deficit position of the provincial and municipal governments in 1967 
remained relatively unchanged. A slight increase in the deficit of provincial 
governments was offset by a reduction in the deficit of municipal governments 
Provincial-municipal revenues, exclusive of inter-governmental transfers, 
increased at a rate fractionally higher than in 1966 and amounted to $11,801 
million. Expenditures of provinces and municipalities together rose by 14.4 
per cent in 1967 to a level of $12,274 million, rising less rapidly than in 1966 
More buoyant revenue in the first half of 1968, partly arising from tax increases 


brought about a further improvement in the provincial-municipal net position 
during that period. 


____Provincial government revenues increased very rapidly during 1967, especially 
in the first and second quarters. Partly because of increased personal income 
taxes abated to the provinces, and also on account of the growth in personal 
imcome, revenues from direct taxes on persons increased by 26.3 per cent in 1967 
Indirect taxes, the main source of provincial revenues, also rose substantially. 
This reflected in part Increases in the retail sales tax rates of Quebec, Newfound- 
land and New Brunswick and the introduction of a retail sales tax in Manitoba 
Corporate Income taxes abated to the provinces were extended to ten per cent 
in all provinces in 1967 and this contributed to a revenue gain from corpora Le 
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CHART 15 


GOVERNMENT REVENUES AND EXPENDITURES 
NATIONAL ACCOUNTS BASIS 
1966 - 1968 


Seasonally Adjusted at Annuel Rates — By Quarters 
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liabilities, despite a levelling-off in corporate profits. Transfers from the 
sral government, which account for more than 20 per cent of total provincial 
venues, increased by $330 million to reach a level close to $2 billion. 
Expenditures of provincial governments continued to increase in 1967 
a rapid rate, as they have since 1964. In 1967, total provincial outlays amounted 
$8,785 million, more than 21 per cent above their 1966 level. Purchases 
f goods and services, however, were up by only 13 per cent, compared to an 
normally large increase of 21.7 per cent in 1966, although there ee a very 
id growth in wages, salaries and supplementary labour income. T mee in- 
ased by 18 per cent in 1967 as compared to increases of 13.6 and 12. ae 
in 1966 and 1965 respectively. Transfers to persons rose by 29 per cen 
m 1966 to 1967, reflecting again a substantial increase in grants to non-com- 
cial institutions such as hospitals, universities and schools, which are a 
ded in this category. In the first half of this year, the deficit pon 
vincial governments has shown some reduction, largely as a result 0 
ed taxes. Te 
Revenues of municipalities increased by 14.9 per cent In 1967 an iu 
ut 11 per cent in the first half of 1968. This has largely ce e = 
inuing rapid increase in transfers from provincial governments; t ee 
vide over 40 per cent of all municipal revenues. Municipal expenaitu - 
reased at a slightly less rapid rate than in previous years, largely on accou 


, reduced rate of capital formation. 


Financial Transactions of Governments _ 
_ At the present time, the existing national accou 
ly income and expenditure transactions, and the impo 
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of government borrowing and lending cannot be analysed within this framewor kK 
To fill this gap it is necessary to examine the public accounts of the variou: 
governments, wherever feasible, and to supplement this by reference to othe 
data such as new loan issues. Some analysis follows. ‘ 

Generally speaking, the public accounts records are oriented to the admin 
istrative and legislative needs of the different units of government. This result 
in a variety of presentations and often of accounting techniques, with the 
result that the combined figures, including government agencies, are difficull 
to interpret. In addition, at the municipal level, the size and number of local 
units of governments give rise to problems in obtaining up-to-date information 
In these circumstances, it is not yet possible to obtain a consolidated figur 
of financial requirements of all levels of government, although it is possi 
to make some general observations. 

In the case of the federal government it had become evident by early 196% 
that there was some relaxation in the pressure of demand in the economy, an¢ 
relatively small cuts in tax revenues were provided for in the federal budget 
in June, 1967. A budgetary deficit of $740 million plus a net non-budgetary cash 
requirement of about $850 million for loans and advances to certain crows 
corporations was forecast for the then current fiscal year, excluding any forecast 
of Exchange Fund transactions. By late fall, however, it was felt desirable te 
bring down a second budget, and tax increases were introduced to restrail 
demand in order to moderate the increases in costs and prices that were taking 
place and to provide some relief from severe strains by then evident in the 
capital markets. Revenue measures proposed in the fall budget included in 
creased taxes on liquor and tobacco, a surcharge of five per cent on personal 
income tax and the acceleration of corporate income tax payments. The bil 
containing the last two measures was defeated in the House of Commons, ane 
in March 1968 the government introduced another income tax bill to replace 
the bulk of the revenues that would have been provided by the measures earliei 
proposed. The new bill, which was passed, provided for a three per cent tem: 
porary surcharge on personal and corporate income taxes as well as an accelera: 
tion of corporate tax payments. 

The federal government’s actual financial requirement for 1967-68 amounted 
to $587 million, taking into account nuon-budgetary outlays and cash realized 
from foreign exchange transactions. This was considerably lower than the fore 
cast, which had explicitly excluded these exchange transactions, but was about 
ten per cent higher than that reported for 1966-67. The difference between the 
budget forecast on June 1, 1967, and the realized result was largely accounted 
for by the Canadian dollar proceeds resulting from the decline in foreign ex: 
change reserves in the first calendar quarter of 1968. Details of the financing of 
these cash requirements are set out in the pages on federal government debt 
management. 

Cash requirements of the provincial governments based on public accounts 
and other sources are estimated to have risen from a little under $900 million 
In 1966-67 to over $1,250 million in fiscal 1967-68. The increase between 
the two fiscal years was accounted for almost equally by increases in provincial 
budgetary deficits and increased loans and advances to their agencies and enter. 
prises. Almost all of the increases shown in both of these categories were ac 
counted for by Ontario. 

A major portion of the financing needed to meet the increased requirements 
for 1967-68 came from Increases in the direct funded debt of the provinces, 
i ait SRE Sa funds from the Canada and Quebec pension plans and 

© Tunning down of bank balances. There was a sharp drop in provincial 


Treasury bill issues in 1967-68. 
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ficits on a national accounts basis increased by 13 per 65 

Y nt e 3 per cent between 1965 and 
1966, to a level of $602 million, but dropped sharply to $349 million in 1967. 
Net new issues of municipal direct and guaranteed bonds rose from $263 million 
in 1965 to $506 million in 1966 and to $603 million in 1967. 


- SOURCE AND DISPOSITION OF SAVING 


as Total domestic investment in 1967, including that in inventories (on a 
national accounts basis), was $12,526 million, $667 million below the level -re- 
orded in the previous year. This change was mainly due to a substantial decline 
in the addition to inventories. On the side of the saving required to finance this 
investment, most of the decline took place in net borrowing from abroad; there 
was also a decline in the government sector surplus. Business gross saving rose 
ractionally, as a decline in corporate undistributed profits was slightly more 
than offset by a rise in capital consumption allowances and small valuation adjust- 
ments. 

This levelling-off in gross business saving (shown in table 14) after a period 
f year-to-year growth reflected the reduction of profits before taxes and before 
dividends, which had occurred as a result of the 1967 slowdown, and the con- 
inued rise in costs. Developments in the first half of 1968 reflect some increase 
business gross saving, little change in the government sector surplus (includ- 
‘ing the Canada and Quebec pension plans), and a further fall in the use of foreign 
saving as measured by the current account deficit; however, these changes 
virtually cancel out, and total saving shows little movement from 1967 levels. 


TABLE 14 
SOURCE AND DISPOSITION OF SAVING 
1965 to 1968 


1965 | 1966 | 1967 | 1968 


| ——sees 
| q \ (Millions of dollars) 
Rw . 
Pe 3,088 3,731 3,995 3,876 


Personal net Saving......--.seeeeccecececessecrceercree: ; 
Business gross saving, total.........-..+s-+eseeere tcc 7,504 7,987 8, 051 8,362 
Undistributed corporation profits........---+.---+2+: 1,354 1,149 1,073 1,172 


q Capital consumption allowances and miscellaneous 
valuation adjustment.........-0s-se+sseseee rt 6,110 6,623 aie sss 
f Adjustment on grain transactions.......--..+++5000 0+ —44 156 aed ae 
Capital assistance from governments......-..+ +0007 84 59 
| 3 
Inventory valuation adjustment.........+eseeereeree ere —325 —321 —291 — 254 
} 
f Government sector suplus(+) or deficit(—)\n. eee ene 325 348 aor Here 
Pier IGeRD Ls ae A ae Repo tN Nc 625 164 -- ee eee 
Provincial and Municipal .ic..-. coder ee tances —300 rt eh rit 
| Canada and Quebec Pension Plans.......+++---++-+ 7°: = § 
* Deficit on current account with non-residents....--.++++-- 1,135 1, 207 549 38 
i oo 65 184 
ResidualrerrOt. ci... 0+ +s Dents ecteoinietsdetrissine setts 64 241 ; Ss 
‘ Neal RSet cre cla iain so hiniaieevlewvieie® oreeeeens'sie.tihi7 11,663 13, 193 12,526 12,414 — 
_ Disposition: / 12,514 
Business gross fixed capital formation. ...++++eererrser 10, oy 12, oh 12, ape is 
Value of physical change in inventorles....-+++ss7sss7 57" BA nan Ana _180 


aes. 


i iasiGinall GakOe.. ONSMIe aU aR cots BuIe ame OD riot alae alan A I 
) | 11, 663 13, 193 12,526 12,414 


4 FEHR oe Sie BY a a oe eter 1 GOTO Sih gS a aa 


() First half year, seasonally adjusted at annual rates. 
Source: DBS The National Accounts. 


; nee 
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TABLE 15 , 
STRUCTURAL CHANGES IN SAVING 
1967 1968 


Rees 1965 1966 1967 | $_____—_—_—__—__- = 
1Q 


Per cent of total saving 
supplied by: 


Business saving......... 64.3 60.5 64.3 60.6 64.9 63.2 69.1 67.2 6 6 
Foreign saving®)......., 9.7 9.2 4.4 4.7 5.4 5.8 1.3 2.5 | —19% 
Government saving®...) 2.8 | 2.6 | 1.3 | 6.3 | —4.6 | 3.6 | -0.5 | 5.9-] =o05e 
All other saving™...... 23.2 PH bel 30.0 28.4 34.3 27.4 30.1 24.4 36. 
PROtaLS eter ene. 100.0 | 100.0 | 100.0 | 100.0 | 100.0 | 100.0 “400 0 | 100.0 | 100.0 


Quarterly figures'are seasonally adjusted at annual rates. : 

®) Deficit on the current account of the balance of payments (minus indicates surplus). 
3) Minus indidates deficit. 

“Includes personal saving and miscellaneous items. 

Source: DBS The National Accounts, 1967 and second quarter 1968. 


Personal saving, which includes household saving, the saving of unincor- 
porated business and saving in the agricultural sector, did not increase as rapidly 
in 1967 as they had in 1966, and fell slightly in the first half of 1968. The main 
reasons for this change are that because of a substantial increase in total disposable 
income, households have been increasing purchases of durable goods, particularly 
cars, and, in addition, they have maintained normal growth in real expenditures 
on non-durable goods and services at a time when prices have been increasing 
rapidly. While the income of unincorporated business enterprises has continued 
to rise, this has been more than offset by the decline in accrued farm incom 
the latter resulting from a return to an average harvest in 1967 after the record of 
1966. = 

The disposition of saving in 1967 showed declines in both gross fixed capital 
formation and additions to inventories. It may be noted from table 15 that the 
decline in the use of foreign saving is in keeping with the experience of rece ut 
years, whereby a greater proportion of investment has been met, on a net basis, 
from Canadian saving. It should be noted that these tables portray the net 
position only, and do not record the gross international flows of capital funds, 
which are substantial, nor do these tables portray the flows of funds as betweer 
the domestic sectors of the economy. y 

With these qualifications in mind, the tables illustrate that over the past 
two years most of the saving generated by Canadians has arisen from the per- 
sonal and business sectors. The transactions of all governments, including the 
Canada and Quebec pension plans, have, in total, shown a modest surplus. 
This modest government surplus does not take into account the substantial 
investments made by government business enterprises, so that governments have 
made extensive use of capital markets, as discussed on a later page. Business, also, 
has contined to make extensive use of the financial markets. ¢ 

Table 15 shows the proportions of total saving supplied by the business 
sector, other Canadian sources, and from abroad. Gross saving by business 
enterprises in 1967 accounted for 64.3 per cent of their capital spending. Given 
the quicker pace of economic activity this year, the saving of business corporations 
1s now showing a definite increase which will facilitate the financing of their 
planned investments. q 
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as <a - FINANCIAL DEVELOPMENTS 
= The sharp rise in interest rates in Canada last winter, with some subsequent 
_ moderating tendencies, occurred in an environment in which international 
neial tensions have been an important element. Canadian economic growth 
967, as these pages have shown, was marked by a transition from the very 
fast pace of 1965-66 and resulting price and cost pressures, to a slower and more 
sustainable rate of growth. However, during much of 1967, while inflationary 


2 


forces were still strong, and investors were taking a view that the adjustment in 
North America would not be protracted, interest rates began to rise noticeably 
from the spring of 1967. Strength in Canadian reserves of gold and foreign 
exchange during mid-1967 permitted the narrowing of the Canada-U.S. interest 
rate differential during the summer, and this reduced the upward pressure on 


the external value of the dollar and Canadian reserves. 


| ___Concern about inflationary trends on the part of investors intensified as 
1967 progressed, and was reflected in a preference for liquid short-term assets 
such as bank term deposits, in contrast to such longer-term instruments as 
bonds, and also in a preference for equity investments in real estate and in 
Canadian and U.S. corporations. This investors’ search for liquidity was aided 
| by the more aggressive competition for deposits among chartered banks, trust 
and mortgage loan companies and other deposit institutions following the coming 
into effect of the new Bank Act in May, 1967. 
| . In an environment of tightening U.S. credit conditions and general inflation- 
ary expectations, the Canadian bank rate was raised by one half per cent to 
| five per cent in early fall 1967, and Canadian banks started to experience difficulty 
in meeting the credit demands of their customers without running down their 
| liquidity. About this time, Canadian long-term bond yields moved decisively 
above previous peaks. 


CHART 16 
SELECTED INTEREST RATES, CANADA 
1966 — 1968 


By Months 
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Per Cent Per Cent Per Cent 


Per Cent 
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Following the Middle East crisis in June 1967, the intermittent pressures 
on the pound sterling became more persistent and, despite international support 
operations, eventually became overwhelming. The 14.3 per cent devaluation 
of the pound sterling on November 18 was accompanied by bank rate increases 
in many countries, including a further one per cent increase to six per cent in 
Canada. By the end of the year Canada—U.S. yield spreads were widening 
significantly. 


Early in 1968 a combination of factors, including concern about the inter- 
national monetary system, some pessimism about Canada’s competitive position 
in international markets and the effects of new U.S. restrictions on business 
investment abroad gave rise to a severe speculative run on the Canadian dollar. 
In defence, the Bank rate was raised to seven per cent in January and an ex- 
tensive network of international standby credits and support was arranged. In 
addition, the liquidity of Canadian chartered banks was further reduced, and 
they co-operated successfully to aid the short-term flows position in the balance 
of payments capital account. In March, in return for complete exemption from 
U.S. balance of payments programmes affecting capital flows into Canada, the 
Government of Canada undertook to take any steps necessary to ensure that 
the exemption from the U.S. programme would not result in Canada’s being 
used as a “pass-through” by which the purpose of the U.S. balance of payments 
programme would be frustrated. The Canadian government has since introduced 
guidelines for this purpose for banks, other Canadian financial institutions, 
and non-financial corporations. Fiscal measures of restraint secured passage 
through Parliament in mid-March. During the unstable period immediately 
prior to the establishment on March 17 of the new two-price system for gold, 
both the U.S. and Canadian monetary authorities raised central bank rates by a 
further one-half per cent. In the exchange market the tide turned in mid-March, 
and the task of rebuilding Canada’s foreign exchange reserves began. This 
included borrowing by the Government of Canada in Europe. 


By late May the renewed strength of the Canadian dollar was evident. The 
Government of Canada long-term bond yield average has since fallen from a 
historic peak of seven per cent and other rates have also fallen. The Bank rate 
has been cut three times, and is now six per cent. 


_ Instrumental in the easing in the crisis atmosphere have been the signs of 
improved international co-operation, including agreement on the new supple- 
mental reserve asset in the International Monetary Fund to be known as Special 
Drawing Rights. The enactment of the U.S. tax increase and expenditure cuts 
in late June, and the commencement of talks on peace in Vietnam, also con- 


tributed substantially to removing the sense of crisis in financial markets. j 


In Canada, borrowing demands by governments, business and consumers, 
though still high, no longer exerted the strong upward pressure on yields that 
they had. The amount of funds raised in financial markets by borrowers in 1967 
regained nearly all of the more than 20 per cent decline in 1966. Despite the 
international financial crisis last winter and associated tight monetary policy 
there was some further advance in total funds raised in the twelve-month 
period ended mid-1968 compared to the twelve months preceding. (See reference 
table 36). Mortgage approvals, the trend in bank loans and the new climate 
of cautious convalescence in bond markets indicate that through 1968 the rate 
of total loanable funds disbursed is being maintained at a high level. 1 


ek J 
7 Within these overall changes, funds raised by net new market issues and 
Canada Savings Bonds were 28 per cent lower in the year ended mid-1968 than 


| 
| 
; 


50 


n the preceding twelve months. On the other hand, bank loan growth accelerated 
1 seven per cent in 1966 to over 14 per cent in 1967 and early 1968 before 
ening out more recently. Private sector institutional mortgage loan dis- 
ssements, which dropped drastically in 1966, advanced in momentum after 
-1967 and have continued to increase. 


™ 


e Effect of Financial Developments Abroad 


- During most of 1967 the main effect in Canada of international developments 
s on interest rates, which moved up quite sharply as part of a general, almost 
ridwide, trend. The Canadian dollar tended to be strong, generally fluctuating 
a range above its U.S. $.925 parity value. During the period of upheaval 
lowing the sterling devaluation in November, some of this strength was 
ed and the dollar moved closer to its parity value, where it stabilized until 


end. 


The January 1, 1968 announcement of the new U.S. balance of payments 
ogramme gave rise to widespread concern about its possible impact on the 
anadian economy. The resultant pressure on the Canadian dollar caused a 
pid drop in the exchange value to the bottom of the one per cent range on 
er side of parity value which is consequent upon Canada’s membership in 
International Monetary Fund (Chart 18). This was accompanied by un- 
ually heavy losses of foreign exchange by the Exchange Fund Account as it 
irchased Canadian dollars in the market. These pressures continued with 
rying intensity throughout most of the first quarter and were particularly 
rong and persistent from the middle of February onward. 


As a result of a number of developments discussed below, a turnaround 
uurred in late March; the situation then reversed itself so completely that the 
adian dollar rose quickly to a value well above parity, and the Exchange 
d Account has recouped its earlier exchange losses. The following table 
ows the effect on the overall exchange reserve position. 


December March June September 
1967 1968 1968 1968 


(Millions of U.S. dollars at month end) 


Official holdi f gold and 
8. Bila ae : ec. a kteice 2,267.8 2,244.0 2,574.0 2,534.1 
IMF creditor (+) or 
Oy sO DOSHION Bee sa eiec 248.4 —185.0 — 64.0 0.9 
ederal Reserve swaps a 
outstanding..........-..seseeeees _— —250.0 —125.0 
Neth Ota ly terri. doles aye > clcuorere 2,516.2 1,809.0 2,385.0 2,535.0 


towards the middle of January, causing a 
number of defensive measures to be taken to restore confidence. On J pane PAG 
the U.S. Secretary of the Treasury issued a statement that the new U.S. is a 
of payments programme had not been intended to cause abnormal wrens ers O 

inds from Canada to the United States, and that 1t did in fact prov1 a ean 
or continued large flows of capital from the United States to Canada. men 
multaneously the Bank of Canada raised the bank rate from six to seven Be 
nt, and announced that the chartered banks had agreed to Prvihal ee: 
se of bank credit by Canadian subsidiaries for the purpose of facilita ee a iy 
al transfers of funds abroad or meeting financing alten Sie ra Ww Bs ae 
ast had normally been met by the parent companies. Although these 
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_ Heavy exchange losses occurred 
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reduced the speculation against the dollar the loss of reserves continued 
during January the Joss amounted to U.S. $348 million. This loss was la 
offset by a U.S. $250 million drawing by the Bank of Canada on the F edere 
Reserve System under a reciprocal currency facility. 


Towards the middle of February heavy speculative pressures were renewed 
and at month end a U.S. $426 million drawing by Canada on the IMF wa 
announced. This drawing consisted of U.S. $241 million representing Canada’ 
creditor position in the IMF. and of a U.S. $185 million gold tranche drawi 
It was made to illustrate the extent of the additional resources, over and aboy 
the foreign exchange reserves, available to maintain the existing parity value) 
of the Canadian dollar, and to reconstitute the liquidity of the Exchange Fund) 
Month end reserve figures showed an increase in official holdings of gold ang 
U.S. dollars of $315 million, after giving effect to the IMF transaction, thu 
indicating a loss of reserves during the month of $111 million. : 


Uneasiness continued to prevail in the market. On March 4 the Governg 
of the Bank of Canada requested banks and other financial intermediaries fe 
the time being not to facilitate swapped deposit transactions, and the Ministe 
of Finance issued a similar request to Canadian investors not to initiate suel 
transactions. Swapped deposits come about when a Canadian investor deposit 
Canadian funds with a financial intermediary to be converted into a foreig 
currency and placed on deposit in that currency, with the intermediary un 
taking through a forward contract to convert the foreign currency pro 
back into Canadian dollars at maturity. The Canadian investor then receives 
the interest earned on the foreign currency deposit plus the amount of th 
discount on the forward Canadian dollar or less the amount of the premium as 
the case may be. 


a 
Between mid-1967 and the end of February 1968 the total of swapped de 
posits outstanding had almost doubled, to a level of approximately $900 million 
thus giving rise to a large capital outflow from Canada. Under the circumstances 
prevailing in early March, it was considered desirable to ensure that furthel 
outflows of this nature should not take place, and to attempt to repatriate some 
of the funds already outstanding. The March 4 requests concerning swapped 
deposits were withdrawn on June 12, by which time the total of swapped de 
posits outstanding had fallen steadily to about $350 million. ; iy 


On March 7 an exchange of letters was published between the U.S. Seere 
tary of the Treasury and the Minister of Finance, stating that Canada would be 
exempt from the balance of payments programmes affecting capital flows 
ministered by the U.S. Department of Commerce and the Federal Re 
System. This move made clear that Canada’s position would not be weak 
by the features of the January 1 programme which had contributed to the cone 
about its effect on the Canadian economy. In return, the Canadian govern 
undertook to invest a major portion of its U.S. dollar assets in U.S. Govern 
securities which would not constitute a liquid claim on the United States, 
further undertook to take any steps necessary to ensure that Canada wo 
not be used as a pass-through to circumvent the U.S. balance of payment’ 
programme. To carry out this second undertaking, the Government has since 


introduced guidelines for banks, non-bank financial institutions and non- 
financial corporations. : 


~ 


Also on March 7, the Minister of Finance announced that arrangements ha 
been made for $900 million of stand-by credits to support the Canadian d 
These consisted of certain central bank arrangements and a $500 million Iii 
of credit with the U.S. Export-Import Bank, which were never used. a 
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_ During the first two weeks of March, general concern about the stability 
f the international monetary system reached crisis levels and was reflected in 
newed flight from currencies into gold. The massive proportions of this 
led to the termination of the Gold Pool arrangements on March 17. In 
ake of the Gold Pool announcement the Bank of Canada raised its Bank 
by one-half of one per cent to 73 per cent, at the same time that the U.S. 
horities increased the Federal Reserve discount rate to 5 per cent. The Bank 
Janada also announced an increase in its reciprocal currency facility with 
Federal Reserve System by $250 million to $1 billion. 

" a “i 

CHART 17 
INTERNATIONAL INTEREST RATE COMPARISONS 
1966 — 1968 


By Months 


Per Cent Per Cent Per Cent 


SHORT-TERM GOVERNMENT LONG-TERM BONDS 


CANADA 


DIFFERENTIAL 


1967 1968 1966 1967 1968 


The crisis conditions of early March in the international financial system 
rere such that the measures ee in Ottawa on March 7 were thee 
y themselves to restore confidence in the Canadian dollar. Following the e - 
nth developments, however, and the passage by Parliament in vere Ss 
tion, relative calm returned to the Canadian exchange ah ane ge i 
-up of reserves commenced during the second half of March, a ss oe uae 
‘not immediately sufficient to offset earlier losses, as indicated y, ag ue 
the overall March decline in official holdings of gold and U.S. dolla 


_ . ; i has been restored to a 
‘Since March, confidence in the international system t 

arked degree. The general atmosphere in the system tee eae ary 

vesult of the Stockholm agreement late in March on the ae : 18 ts ere: 
ecial Drawing Rights proposals. It also benefitted from the ev1 : 
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-tier gold market became operational, that gold in the free market woul 
Honea ate a limited Seek CGE the official $35 price. In this new climate « 
confidence, Canada’s exemption from the January 1 U.S. balance of paymen 
programme has had its intended effect. The improvement in Canada’s posi io 
has been given further impetus by the normal seasonal improvement in th 
balance of international payments and by a strong export performance. 


CHART 18 


CANADIAN DOLLAR IN UNITED STATES FUNDS* 
1963 — 1968 


AVERAGE NOON RATES 
U.S. CENTS PER UNIT 


+1% = 93.425 


— 1% = 91.575 


91 | 
1963 1964 1965 1966 1967 1968 ; 


*Inverse of quotations for U.S. dollars in Canada. 


As a result, all the credit facilities mobilized during this period have bee 
cancelled or allowed to lapse and the short-term loans have been repaid. Th 
Bank rate has been reduced from its crisis level and the requests to the charterec 
banks made in January and March have been withdrawn. 


Bond Market Financing 


In the twelve-month period ending July 1968, net new issues of bonds bj 
all Canadian debtors in domestic and foreign markets, at $2.7 billion, were 
running about $1 billion or 28 per cent below the very heavy issue rate of $3. 
billion in the preceding twelve months. Heavy capital market borrowing, espe 
cially by governments, from late 1966 through 1967 was a major source 0 
upward pressure on interest rates, reinforcing the rise due to inflationary ex 
pectations and international tensions. Details of changes in market bonds out 
standing over the years 1963 to 1968 are shown in reference table 37. 


The flow of fund changes in the bond market during last fall and winte 
were substantial. In the year ending mid-1968, the $675 million increase | 
non-bank resident holdings of market bonds and Canada Savings Bonds con 
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asts with the $1,500-1,900 million increases observed throughout earlier 
s of the decade. Half of this change was attributable to non-bank resident 
ders of marketable bonds, and the other half to the $500 million turnaround 
m CSB flows from the $200-500 million increases of earlier years to the $169 
million decrease in the twelve months ended mid-1968. The net increase in 
> Canadian banking system’s holdings, at $574 million for the whole period 
s about midway in the prior years’ range from net reductions in some years 
increases of over $1,200 million in years such as 1967. Partially offsetting 
se factors was the fact that Canadian placements abroad—in the United 
States, and for the first time in decades on a significant scale in Europe—were 
about double the $600-800 million range of earlier years in this decade. 


The 1967 shifts in financial investment patterns on a calendar year basis 
ere thus severe in comparison with average flows earlier in the decade; how- 
ver, a comparison of the twelve-month period ending July 1968 shows an even 
yre pronounced shift. In the latter period, investment shifts by three key 
estor groups lay behind the $1 billion reduction in the net flow of funds into 
onds, The increase in Canadian banking system bond holdings of $574 million 
ras about $500 million less than its $1,124 million increase in the previous 
elve-month period ended July 1967. Similarly, the decreases in growth in 
on-bank resident holdings of marketable bonds and Canada Savings Bonds 
mounted to $1,250 million. Partially offsetting these slower flows was an in- 
ease in the annual flow of funds into Canadian foreign-pay bond issues of over 
00. million. Fhe net effect of the changes in holdings of these three investor 
ups was a slowdown of more than $1 billion in the flows of funds into Canadian 
‘overnments and business issues. By contrast, the supply of credit for consumer 
urchases and mortgages has been well maintained although the cost of such 
redit has risen markedly. 


The return to slower growth in the flow of funds into Canadian bonds 
occurred during the international crisis in financial confidence last winter and 
the associated tightening in monetary policy in the United States, Canada 
nd elsewhere. The. speculative run on the Canadian dollar which developed 
m the foreign exchange market in the first quarter of 1968 made it necessary to 

e top priority to checking the speculative outflow of capital and, once the 
tide had turned in mid-March, to rebuilding Canada’s foreign exchange reserves. 
.chievement of these objectives involved a widening of the spread of Canadian 
nterest rates over U.S. rates which themselves were rising sharply. 


In recent months access to bond markets has improved, interest rates have 
sased somewhat, and market bond holdings by the banking system and other 
esidents have increased, while foreign holdings of Canadian bonds have risen 
urther. Canada Savings Bond holders since mid-1968 have continued to switch 
nto bank and non-bank term instruments, corporate and other bonds, and 
uities. However, the monthly rate of net decline in CSBs outstanding has 
allen from the June peak of $159 million to a rate well below the $89 pee 
average monthly decline experienced in the first seven months of calendar 1968. 


VJ ortgage Market Financing 


One of the economic highlights in the past eighteen months has poe He 
recovery in house building activity, shown in Chart 19. Loan pasa ee 
mstitutional lenders, which lead actual loan disbursements by HB eae 
1ad declined from a $3 billion rate in 1965 to little over $2 billion i d cea 

1967 they rose by 30 per cent to reach $2.8 billion. Total pubhe an ai 
mortgage loan approvals in the twelve months ended June 1968 were rt g 
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slightly below the $2.8 billion level, reflecting some downturn in approva 
since the turn of this year (see reference table 39). There are three fundament. 
reasons for this overall improvement. Virstly, business investment has n: 
been claiming as big a share of gross national expenditure since 1966. Secondl 
the Government of Canada has by changing the interest rate formula in respec 
of NHA mortgages provided for a wider spread for mortgage yiclds over con 
peting instruments. Thirdly, the flow of private sector funds into mortgag 
has been very significantly augmented by the re-entry of the banks into mor 
gage lending following the Bank Act changes in 1967. ce 


Total private conventional and NHA loan approvals rose about $6! 
million in the twelve-month period ended June 1968. This increase was share 
equally between banks and non-bank financial institutions. Direct loan com 
mitments by Central Mortgage and Housing Corporation fell $464 million, from 
$910 million to $446 million, in the year ended June 1968, with a decline in th 
flow of public funds into private housing being partly offset by increased CM 
outlays for public and low-income housing. 


vs 


In the past year or so there has also been a significant increase in ney 
residential construction financed by means other than institutional mortgag 
or public financing. These other means include mortgage loans from Caissi 
Populaires, credit unions and private individuals, as well as construction under: 
taken without recourse to mortgage loans. There seems to have been an in- 
crease in funds channelled into the mortgage market from sources other tha 
trust, life and mortgage loan companies and banks. 
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e general improvement in the flow of funds into mortgages has occurred 
mstances of severe tightness of credit conditions generally during much 
period under review. In the past the bank interest ceiling and other restric- 
is faced by financial institutions in attracting funds, by limiting their ability 
se deposit and lending rates fully in line with other market interest rates 
contributed to the sharp curtailment of the availability of mortgage loans. 
she past year and a half there has been increased reliance on interest rates 
he determination of mortgage investment, and less reliance than formerly 
various rationing devices employed by the private sector. Mortgage interest 
have increased sharply. Average rates on prime residential conventional 
age loans rose from about eight per cent at the beginning of 1967 to over 
per cent by the spring of 1968. Actual NHA interest rates, as distinct from 
aximum or ceiling rate, similarly increased from 7} per cent to a peak of 
y 9 per cent. Like rates on other instruments, mortgage interest rates have 
down somewhat in recent months. 


To encourage a larger and relatively more stable flow of private funds into 

mortgage market, the maximum interest rate on NHA insured mortgage 
ms was fixed at 7% per cent in November 1966, with the provision that begin- 
ning in 1967 this rate was to be adjusted automatically at the end of each calendar 
rter to a level of 14 per cent above the average yield on long-term Govern- 
t of Canada bonds. This move to a flexible NHA rate related to market 
ditions had significant effects on the flow of institutional funds into NHA 
ortgages in early 1967 but provided little stimulus to investment in NHA 
rtgages in the second and third calendar quarters of that year. In view of the 
e financial resources already committed by the Government of Canada 
housing and other areas, and a need to conserve government funds to a 
ater extent for low-income housing, the government took further action in 
‘eptember to stimulate the flow of private mortgage money. The quarterly 
ustment formula was altered to establish the maximum NHA rate at a 
1 of 23 per cent above the long-term Government of Canada bond average, 
widest spread permitted by the National Housing Act, with the intention of 
wing the actual rate to be set by market forces within this limit. Following 
action the spread not only between NHA mortgages and competing bonds, 
it also for conventional mortgages, widened, and this has provided a stimulus 
) mortgage investment by lending institutions. In 1967, the setting of the 
te of interest on home improvement loans which are made by the banks and 
uaranteed by the government, was brought under the same formula. 


_ The National Housing Act was amended in March 1968 to increase the 
io for home-ownership loans on new housing from 95 per cent of the be 
,000 of lending value and 70 per cent of the balance, to 95 per cent of t ts 
$18,000 and 70 per cent of the balance, thereby reducing the down paymen 


equired. No changes were made in the $18,000 per unit maximum. In a 
NHA loan regulations had been amended to raise the maximum loan eo 
rtment units from $12,000 to $18,000. The regulations were also change 

) permit the lender, where a rental loan is made toa corporate borrower, te 
merease the period of the lock-in from the previous maximurn of ten years to 


7 ew, higher lock-in that may extend to within ten years of the term of the 


Consumer Finance re ae 
. - eredi S tanding quickene 

The rate of growth of consumer credit balances outs ng ql 

n the past igs months, although it did not reach the pace e ees 

of the decade. The annual increase, which had been 8.3 per cent } ? 


10.9 per cent in 1967 and 11.9 per cent in the twelve months ended May 1968. 
From 1962 to 1965 the annual growth rates.in consumer credit had been 12.5 
per cent to 16.4 per cent. The increased tempo in the past year was associated 
primarily with increasing expenditure on consumer durables, generally bought 
‘fon time’. 


As indicated in reference table 40, the banks and consumer loan companies 
experienced faster-than-average growth in consumer loans in the period from 
May, 1967 to May, 1968. Policy loans of life insurance companies continued 
to expand rapidly. 


During 1967 federal and provincial legislation came into effect requiring 
disclosure on a consistent basis of the overall costs of credit extended to persona 
borrowers. The parallel provisions of the Bank Act, which came into effect 
in October, 1967, cover all personal loans to $25,000. iS 


Business Finance 4 


Investment in physical plant and equipment by the corporate sector reached 
a peak in 1966 and, as noted earlier, declined moderately during 1967; it has 
begun to recover in 1968. Corporations used both their own accumulated liquid 
resources and the bond markets to finance the 1963-1966 expansion, with the 
customary use of short-term sources to facilitate inventory accumulation and 
the orderly financing of investment programmes. Budgetary measures affecting 
the liquidity of corporations in the spring of 1966, the development of credit 
stringency throughout North America in the latter part of that year, and con- 
ditions in the bond market led to greatly increased reliance on shorter-term 
financing, while internal liquidity declined. (These trends are summarized in 
reference table 41). By the end of 1966 the ruling uncertainties in the financial 
markets had brought about a mood of caution in the corporate sector, and 
financial planning was concerned with the need to rebuild corporate liquidity as 
rapidly as conditions would permit. 


Internal sources of funds since early 1967 have displayed an overall flat 
trend. Retained profits, after taxes and dividends, fell in 1966, but a lack of 
growth in dividend payments since that time permitted much of the lost ground 
to be made up during 1967 and 1968. Meanwhile, as a reflection of the substantial 
additions to physical capital of recent years, reserves for depreciation have 
been advancing steadily. The net effect of these developments has been, as 
noted, modest change in the level of internally-generated funds over the past 
eighteen months. ; 


As investment outlays fell off, the need for external financing to make up 
the shortfall between internal funds and capital expenditures became less pressing 
However, the external financing carried out between early 1967 and early 1968 
remained much higher, both absolutely and relative to earlier financing, than 
that prevailing throughout the period subsequent to the resources boom of the 
mid-fifties, This partly reflected the fact that the post-boom decline in actual 
expenditures in 1967 was marginal, whereas after 1958 it was substantial and 


prolonged. However, it also reflected concern over the need to rebuild liquidity 
with all reasonable speed. 


Accordingly, corporate sector financing remained active in 1967 and 1968, 
although the volume fell for a while and the structure of the new liabilities 
issued was dictated to some extent by market conditions. Thus, long-term 
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usiness borrowing through net new bond and stock issues was 24 per cent 
slow 1966 levels last year, but in the twelve month period ended mid-1968 it 
four per cent above the comparable preceding period. 


Bank loans and certain other short-term business borrowings, which fell 
arkedly in 1966, have since recovered somewhat the distance lost, despite 
Slower pace of inventory accumulation, which is financed by short-term debt. 
pickup in short-term business debt reflected postponement of bond issues 
the past year in expectation of eventually lower interest rates. Short-term 
rrowings also helped to finance businesses’ increased preference for rebuilding 
uid asset portfolios. Conditions may also have faced businesses with receiv- 
les which were not declining as fast as payables, and, therefore, with further 
ncreases in net receivables to be financed. 


deral Government Debt Operations 


_ The general environment and special circumstances which affected federal 
rernment debt management policies and operations during fiscal year 1967-68 
the early months of the current fiscal year have been described earlier. At the 
ne of the budget in June 1967, cash requirements of the federal government 
the fiscal year 1967-68 were estimated at $1.6 billion compared with actual 
quirements of $530 million in the previous fiscal year. In the first nine months 
the 1967-68 fiscal year, the federal government raised over $650 million in new 
sh through the issue of marketable securities in the Canadian capital market, 
hile refunding maturing issues which totalled $1.5 billion. During the same 
iod net sales of CSBs totalled $283 million. These relatively heavy demands 
e made on the capital markets during a period of generally rising interest 
ates and when demands on the capital markets by other governments and 
dustry were also very large. The government’s concern about the disturbing 
ains on the capital markets and the measures proposed to alleviate the situation 
e outlined in the budget speech of November 30, 1967. In presenting the 
ax and fiscal measures the Minister of Finance repeated that the government 
ould hold its overall net cash requirements and its consequent demands on the 
pital market to less than $750 million in the next fiscal year, apart from 


foreseen changes in exchange reserves. 


The speculative pressure on the Canadian dollar during the last quarter 
f the 1967-68 fiscal year, with the accompanying heavy losses of foreign exchange 
ovided substantial cash receipts, amounting to $770 million in the three month 
iod, This special development made it possible for the government to finance 
requirements during the remainder of the fiscal year with little additional 
rrowing from the capital market during this very unsettled period. During 
fiscal year as a whole, net borrowing in Canada by the federal government 
ough marketable securities amounted to $725 million, and net sales of Canada 
ings Bonds amounted to $80 million. Government net cash requirements 
lied only $485 million, and cash balances at the end of the fiscal year were 
the relatively high level of $997 million. 

; rent fiscal year two factors had considerable 


In the earl ths of the cur 
Se ts and debt operations. In the: first 


uence on government cash requiremen ob ae 
lace, the rebuilding of the foreign exchange position, as confidence in t 


adian dollar was restored, involved large cash outlays of Canadian dollars. 
ondly, the sharp rise which had occurred in interest rates and their subseavent 
intenance at relatively high levels to facilitate the reconstitution of eto 
hange reserves presented holders of Canada Savings Bonds with, “ Sah 
ternatives at significantly higher interest yields. The abnormally high redemp- 


s 
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- se: 
tion of savings bonds which took place in these circumstances was finane 
from government cash resources. These special factors, in addition to the norm: 
requirements of government, produced heavy cash requirements in the eat 
months of the current fiscal year. Notwithstanding the relatively high level ; 
cash balances at the beginning of the year, it was therefore necessary to resun 
borrowings in the capital market. In the first four months, up to the end ¢ 
July, net new issues of marketable securities 10 Canada totalled $349 million 
during which period the level of outstanding CSBs declined by $408 million 
The financing of exchange transactions during the four-month period tota 
$551 million, including foreign borrowing. These developments are summa 
in table 16. 


The federal government in the conduct of its debt operations was face 
with generally rising interest rates for most of the period under review. During 
the second quarter of 1968 some Canadian interest rates reached their higt 
levels in a century. Government bonds, like other fixed income securities, we 
generally more difficult to sell during the period under review, in spite of mor 
attractive terms and conditions. As illustrated in the schedule of details of deb 
operations (reference table 42), both coupons and prices on new bonds were m: 
progressively more attractive to buyers while the terms to maturity were short 
ened. The following paragraphs trace the main features of the Government: 
debt management program through 1967 and up to the beginning of August, 19€ 


& 


As the first quarter of 1967 began it appeared that interest rates had peaket 
in late 1966 and that the economies of both the United States and Canada we 
experiencing moderating demand pressures. Long and short term rates fel 
dramatically and the Bank rate was reduced in two stages from 5} per cent ¢ 
43 per cent by April 7. The Bank of Canada, to avoid an excessive tightening 
of credit conditions for both domestic and external reasons, had since mid- 
1966 permitted a rapid expansion of the money supply which was reflected in 
sharp increase in the liquidity of the chartered banks in the first part of 1967 
During this time the government placed three issues with the market, rais 
$217 million in new cash, and refunded out of cash balances CNR bonds totall: 
$122 million. On February 1, 1967 there was a special issue of 303-day Treast 
bills for $100 million. By April, however, the bond market had become less 
optimistic and the government was faced with high and rising interest, rates ove 
most of the remaining period. a 


In view of the heavy cash requirements and the relatively few opportunities 
available to raise new money as a result of the large refundings due during 
1967, the government placed a $175 million cash issue on August 1. In the 
face of a much deteriorated market the offering was restricted to the s 
and medium terms, with the mid-term bond priced to yield over six per cent 
By October yields had risen further, and dealer expectations in both Canada 
and the United States were for continued upward pressure on interest rates 
The October 1 issue refunded the large amount maturing on that date and 
once again, the terms to maturity of the three-tranche issue were shortened 
By year-end most interest rates had passed the peaks reached in 1966 and 
the Bank rate had been raised, in two stages, to six per cent. In view of tht 
large amount of bonds taken up by the banking system in 1967, the December } 
refunding was designed in particular to attract other investors, by the issue 
of only a 6-year 64 per cent bond. With this issue the government raised ne 
proceeds of $120 million. Also on December 1 there was a 364-day Treasu) 
bill issue of $125 million to refund the special February issue and raise $2 
million new cash. < a 
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4 "? TABLE 16 
a GOVERNMENT OF CANADA CASH REQUIREMENTS AND SOURCES 
<< MP st © OF FINANCING 
eS ers (by fiscal years) 
1967-68 1968-6 
1966-67 fm saath 
First 9 Last 3 First 5 
Months | Months Total Months 
a (Millions of dollars) 
heat 
UMN aM eae etNS sissies dic Seti Aaa s Widu wale'aic 422 114 679 792 —-17 
budgetary excluding all foreign exchange 
EELS ALOE Vere fe oleh Pt 21a) vty ales) |Sicteascve es oie 03 341 1,048 —442 607 540 
PR i ke ones. 763 | 1,162 237 | 1,399 523 
é) en exchange transactions cash require- 
ments (++) or receipts (—).............0005 — 232 —42 —770 —812 608 
Overall cash requirements................. 531 | 1,120 | —533 587 | 1,181 
" z' 
of Finance 
4 RGMOSSUNOWLSSUCS: f2504).\ ic ial s eee sd ie oes 1,500 1,785 450 2,235 1,529 
OE ES en eee 1,231.) 1,485) ||) +400 “|? 1,885. |. 2790 
Meets 2 a 269 300 50 350 749 
es (Ok which foreign pay®)................. (—6) (-205) (—) (—205) (254) 
Tre NR hte 160 145 25 170 330 
BrP anys ee end ehaial w/o at elandee 4 283 283 — 203 80 —477 
sGraucta Upto nae —1 244 —56 188 —84 
JOO SAU ABI. Oh COCO RD ST A Era ot teen 711 972 —184 788 518 
es in Receiver General bank balances....... 180 —148 349 201 —§13 


‘ 


(1 N R included under non-budgetary. 

Represents mainly in 1967-68 the cancellation of outstanding US-pay Government of Canada bonds 
purchased from U.S. residents; and in 1968-69 the issue of foreign-pay bonds in Germany, Italy and the 
States. 
cludes UIC and CPP bonds, Securities Investment Account, and securities held for retirement 
unmatured debt 

eas) 
In view of the attractive alternatives available to the individual investor 
the fall of 1967, the Canada Savings Bond campaign was designed to stem 
ate of outstanding CSB redemptions and also to provide new cash. The 
ble-your-money” feature on Canada Savings Bonds which originated with 
Yentennial Series was continued in 1967. The 1967-68 series offered we 
interest yield to maturity as the 1966 Series, but, to make 1t more attractive 
re to comparable investments, the initial coupon was raised from 5 


Ch ¥; 
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Og per cent. Corporations and other businesses, churches, charities and other 
sociations were made eligible to purchase CSBs for the first time and the 
aximum amount permitted for each purchaser was increased to $50,000. 


in the first part of 1968, as in 1967, the Canadian financial markets were 
vil influenced by international factors. In addition, as a result of continuing 
sosts and prices in Canada and the United States, there eas a, ba 
re for liquidity on the part of private and corporate investors. In oie aa it 
tes, and to a lesser degree in Canada, credit conditions were ughtening 
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significantly. There was a brief recovery in the bond market in the first tw 
weeks of 1968, but this proved to be only temporary and most interest rat 
in Canada resumed their climb to unprecedented highs. 9 
At the time of the large January 15 refunding the raising of net new ash 
was limited to $50 million, in view of market conditions. Short and long term 
rates rose to new peaks during this period as a result of the monetary stance 
taken to stem the speculative run on the Canadian dollar. The Bank rate 
raised to 7 per cent and then to 7} per cent by mid-March. The April 1 refund: 
ing carried the first 7 per cent coupon on a Government bond since Confederatior 
and, with a five-year term, was priced to yield 7.30 per cent. Even with this 
high yield, institutional investors were not attracted to the issue, and the tone 
of the market outlook continued pessimistic. a 


To reconstitute reserves and broaden the external market for government 
securities, the federal government in May floated two loans in Europe. This 
followed the ending of the exchange crisis described earlier. A loan in Italia 
lire equivalent to Canadian $108 million was placed directly with the Italian 
Exchange Office and a loan, payable in German marks, equivalent to Canadia 
$68 million, was sold in the Eurobond market. Finally, a loan for U.S. $10 
million, subject to delayed delivery contracts, was issued in the United States 
in June. 


J 
UI) 


A substantial rally in the Canadian bond market occurred in April as 
world events appeared to take a more favourable turn. However, this did no 
last. Higher gold prices, the unfavourable response to the Administration’s 
fiscal bill by U.S. legislators and rising pessimism regarding Vietnam p 
talks caused bond prices once again to turn downward. The June 15 refun 
was a three-tranche issue, two of which carried 7 per cent coupons. To replenis! 
dwindling government cash balances, this issue raised $105 million in new cash 


In May 1968 the government, in the interest of orderly debt management. 
offered a Special Replacement Series of Canada Savings Bonds to refun 
advance the large outstanding 1959 series of Canada Savings Bonds w 
were due to mature in November 1968. On January 1, 1968 there were $72! 
million of these bonds outstanding. Effective March 28, Special Replacement 
Bonds were offered only to holders of the 1959 series in exchange for their 195§ 
bonds. Subsequently, beginning May 15, the bonds were also offered to the 
general public for cash for a short period. The offer was withdrawn on May 23; 
1968. The new bonds carried an annual average yield of 6.88 per cent, the most 
attractive ever offered on a Canada Savings Bond. Like the previous two issues 
of Canada Savings Bonds, the new bonds also offered compound interest sa 
that the investor could double his money in 10 years and 5 months. The isst 
was very successful, with sales totalling $850 million, of which $538 million was 
exchanged; this helped to alleviate somewhat the concern the CSB redemptions 


were causing the financial markets. 
a 


_ By summer the Canadian bond market had improved considerably in both 
price and tone and the government was able to replenish declining cash balances 
The improvement reflected a similar development in the United States following 
the passage of the Administration’s tax bill. On June 28 the government sold 
at tender a special 364-day Treasury bill issue which provided $150 million in 
new money. The August 1 loan stimulated considerable activity in the market. 
Receipts from the cash offer amounted to $400 million, of which $100 million 
represented bonds exchanged directly with the Bank of Canada. 
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- The August 1 issue repeated a feature used several times during 1968. 
government, by exchanging new bonds directly with the Bank of Canada 
bonds in its portfolio maturing later in the year, was able, in effect, to pre- 
nd these issues. On April 1 $100 million and on June 15 $75 million of bonds 
uring in 1968 were cancelled. On the last occasion, August 1, $100 million 
bonds maturing in 1968 were not immediately cancelled but were held in 
e Securities Investment Account. They have since been cancelled. 


‘he Capital Account of the Balance of Payments 


_ Capital flows between Canada and the rest of the world during the past 
ar and a half have been profoundly affected by the significant developments 
at occurred in the international monetary and exchange-rate field, as well as 

the influence of cyclical economic factors upon credit conditions and by the 
essure which developed in a number of the world’s capital markets as they 
tempted to reconcile the liquidity requirements of the public and private 
ctors. 


_ The net saving made available to Canada in 1967 by the rest of the world 
through the deficit on Canada’s current account transactions was, at $543 
nillion, among the lowest in the fifteen consecutive years for which deficits 
lave now been recorded. It also represented a particularly sharp swing from the 
b1,162 million of the previous year. (A summary and details of capital movements 
n the balance of international payments are shown in reference tables 43 and 44). 
The net inflow into Canada resulting from all long-term capital transactions in 
1967 was $1,339 million, the second highest level recorded since the second 
eS war. 


Over the year as a whole, the net outflow of short-term funds, $778 million, 
vas nearly as large as the surplus of $796 million on current and long-term 
apital accounts, and only the difference of $18 million accrued to Canada’s total 
f international reserve assets. Less than half ($286 million) of this very large 
ret. outflow of short-term funds reflected the switching of bank balances and 
ike interest-arbitrage transactions. Roughly half a billion dollars, in other 
vords, was accounted for by miscellaneous and to some extent unidentified 
hort-term, transactions, in which the termination and in some cases reversal 
f normal inter-corporate financing flows must have played a significant role. 
A particularly interesting aspect of this outflow of ‘short-term’ funds 
s that a majority of it (over $300 million) appears to have occurred in the first 
yuarter of 1967, a period in which interest rates abroad tended to fall faster 
nd further than in Canada, and the movements in bank balances and other 
nterest-sensitive funds were strongly inwards into Canada. Apart from the 
nternational de-escalation of interest rates which was in progress, this was 
, period of comparative calm; neither the U.S. nor the U.K. payments position 
vas giving cause for particular concern, nor was likely to occasion exceptional 
epatriation of corporate funds at that time. The Canadian dollar was partic- 
larly strong in the exchange markets during January 1967 although it weakened 


noderately thereafter. 


The explanation of this substantial movement of non-banking funds 
herefore seems to be the divergence that was then already developing between 
he trends in corporate physical investment in Canada and the United States. 
While the cyclical trend in investment in Canada, as in most components of 


ational expenditure, has normally tended to be quite closely parallel to that 


n the United States and slightly advanced in timing, 1967 saw an exceptionally 
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pronounced and prolonged parting of the ways of the two economies. ‘Shift 
of working capital from Canadian subsidiaries to U.S. parent corporation 
would be a very likely consequence of such a development; normally, st 
capital is in many cases provided continuously by the parent to the subsidiary 
through the rolling-over of short-term advances. eae 


The effect of this divergence in investment trends is also to be seen, thoug! 
it is less marked, in the long-term capital account. Net direct investment if 
Canada by non-residents, though at the historically high level of $620 million 
was nevertheless $90 million lower than in 1966. Borrowing through sales abr 
of new issues of Canadian securities was also some $165 million lower, tho 
again high in absolute terms ($1,300 million). The fact that the total net in 
of long-term capital was so high, and so much higher than in 1966, was 
principally to factors unconnected with either private or public fixed investm 
during 1967 itself, namely: a much smaller schedule of retirements of earlie 
borrowings abroad, smaller outflows on portfolio transactions involving thi 
repurchase of Canadian securities and large repayments to Canada of expoi 
credits extended in earlier years, particularly on wheat sales to communis 
countries. o 


Although net government borrowing abroad rose to an all-time peak ir 
1967, owing to a record volume of net provincial issues, the increase was offse 
entirely by a decline in net issues of corporate bonds. (Details of net new issue 
of bonds and debentures to non-residents are shown in reference table 45 
There was also a small decline in net proceeds from stock issues which, togethe 
with the reduction in the inflow for direct investment, contributed to a marke 
contraction in financing by the business sector from abroad. In aggreg 
proceeds from new issues placed abroad declined for the first time since 1 
but because there was also a smaller volume of retirements by the federa 
government (including special repurchases in connection with managemen 
international reserves), net receipts remained virtually unchanged. Howe 
the record volume of offerings in the United States raised the balance remainin 
for later delivery at the end of the year by some $248 million. Although long-term 
interest rates in Canada were rising substantially, the differential betwee 
Canadian provincial and U.S. long-term corporate rates did not change appre 
ciably. The greater recourse to the U.S. capital market by governments © 
due as much to the problem of availability of funds in the domestic mar. 
which worsened towards the end of the year, as to the lower cost of borro wink 
in the United States. . . as 


The lower level of net repurchases of outstanding Canadian securitie 
contributed some $200 million to the rise in the total long-term capital inflc 
Repurchases of Canadian stocks from non-residents were at the lowest 
since 1960, and after the second quarter were exceeded by sales, leading to a 
inflow of capital in the second half of the year and also, for the first time sinc 
1961, for the year as a whole. Net sales to U.S. residents at $83 million represente 
a swing of $178 million from the previous year. In total, the reversal from ne 
repurchases to net sales of Canadian stocks was of the order of $148 million, t 
which was added $48 million as a result of smaller net repurchases of outstanding 
Canadian bonds, particularly those of the federal government. i. 


by $100 million, while repaymen 
ded advances in every quarter 
< 
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TABLE 17 mae ae 


LONG-TERM CAPITAL FLOWS 
1965 to 1968 


ry 


1965 , | Change | Jan-June 
pena ewan in Rr Redan (ius 
. (Millions of dollars) : 
reign financing by governments: . : 
mpiment-ot Canaday....... 2.000. e ek as —57 —171 —75 +96 +219 
ovincial POWEGOIM CNIS) shat. ees delta dusterccs ste +266 +383 +699 +316 “+381 
unicipal OS 0S So +31 +81 +110 +29 SEBO 
800 aR SSSR a +240 +293 +734 +441 +652 - 
ath 
et“) foreign financing of Canadian enterprises: 
Bee Onda el, +593 +620 +183 —437 +203 
MTG EHIESUOLOMSUOC KS e i) iewiadis cee teceeeek +17 +53 +45 —8 +19 
re ad 0) S20 GS NS Ge Are oe ae +610 +4673 +228 —445 ee +222 ' 
Net direct investment in Canada.............. +535 +710 +620 —90 +195 
(OPO Gh Na .eoe{ $1,145 | 41,883 | +848 | —585 | +417 | 
tal: Public and private financing fromabroad| +1,385 | +1,676 | +1,582 —94 | +1,069 
BCUMUMEROINEN ADLOAG: secs ss oi-ae'a ce eiecls « —125 —5 —90 —85 —70 
an outstanding securities.................... — 219 — 240 —44 +196 —15 
PMUSCURRARIOSN ey secre osc ee citi k sie aller welds —85 —401 —418 —17 —188 
s and capital subscriptions................... —4 —11 —4 aah —14. 
ig, IBWhyeie ARSE RNA) Bre Ree eee +32 +32 +44 +12 — 
conga USL, lato A 8 Se a —187 —A7 +108 +155 +39: 
IMUGADICALs WelOreas vents. ajusivislsus.e paves we +67 +57 +161 +104 —29 
ro ae es ee ee deed —521 —615 —243 4372 277% 
ONO MOTO APItALs 05.5 ve licpe wet cee eee he tee +864 | +1,061 | +1,339 +278 +792 — 


ONew issues, less retirements, of securities, plus direct investments. 
year, and the total of net repayments amounted to $128 million. Export 
it transactions for other commodities produced a slightly larger capital out- 
. Other transactions yielded a capital inflow of $161 million, $104 million 
er than in the previous year. i 


The long-term capital account showed one very clear effect of the pressure 
ast the Canadian dollar and other currencies in the first quarter of 1968: 
, direct investment in Canada by non-residents fell away to a bare $5 million, 
| this was wholly accounted for by overseas interests, since there was net 
investment on the part of U.S. residents. The first quarter is not a seasonally 
< period for inward direct investment, which has never been much less than 
million in that quarter of the last fifteen years, and had averaged about $130 
lion in 1965, 1966 and 1967. However, in the second quarter of the year the 


* 


st direct investment flow into Canada amounted to $190 million. 


ir 


Direct investment abroad by Canadians, on the other hand, was at 
he record level of $85 million in the first quarter of 1968, and this was not the 
esult of one or a few outstandingly large individual transactions. Clearly, 
ward flows were delayed or cut as a result of the crisis, and outward flows 

F rated or stepped-up: Other elements of the long-term capital sae 
less disrupted in the early months of 1968: new issues and retirements 0 
anadian securities both continued at about the ‘(relatively high) levels of the 


rs 
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fourth quarter of 1967; the net outflow resulting from trade in outstanding 
Canadian securities was again relatively small in the first quarter (by the stand- 
ards of recent years) as a result of continuing net sales of common and preference 
stocks; the net outflow for the purchase of foreign securities was also, at $69 
million, markedly lower than the $137 million average of the last two quarters 
of 1967, reflecting the liquidation of the federal government’s holding of bonds 
of the International Bank for Reconstruction and Development. There were 
further net repayments to Canada of export credits in the first quarter, but 4 
largely offsetting outflow in respect of other residual longer-term transactions 


The large unspecified element in short-term capital flows in 1967 has already 
been noted. Virtually the whole of the net identified outflow of about $300 
million was accounted for by the foreign currency operations of the Canadian 
chartered banks, as net changes in foreigners’ holdings of Canadian dollars and 
short-term money market instruments were small over the year as a whole. 
There were net inflows in both of these sectors of the account, however, in the 
last quarter of the year, as in all recent years except 1965. A seasonal pattern in 
corporate financing now appears to exert greater influence on these items than 
interest arbitrage considerations. ' 

Banking flows, on the other hand, responded decisively to the rapid run- 
down in Eurodollar interest rates in the earlier part of 1967. Foreign currency 
swapped deposits by Canadian residents, which had already fallen away heavily 
in the last quarter of 1966, continued to decline through May; and other foreign 
currency deposits at the chartered banks by Canadians, which had risen enough 
in the fourth quarter of 1966 to offset most of the decline in swapped deposits 
were now also run down in the first and second quarters of the new year. The 
banks, too, which had considerably increased their own net asset position abroad 
in the closing months of 1966, ran down this position in the first quarter, and in- 
creased it very little again over the second. The net result of these changes for the 
first half of 1967 was a $285 million decrease in foreign currency assets of Cana 
dians and the net position of the banks, taken together (a net capital inflow into 
_ Canada of $376 million by the somewhat broader balance of payments definition). 

Partly offsetting this, however, was an outflow arising from a decrease of $92 
million in the banks’ foreign currency assets with Canadian residents. 


_ _By the end of the second quarter of 1967, the picture had changed dras- 
tically. Eurodollar rates had started to rise again early in May, and were soon 
followed in Canada by the rate on swapped deposits. At the same time, the 
money supply as conventionally defined had. started a steep rise which was 
to continue for most of the rest of the year. In part this reflected structural 
changes resulting from the Bank Act, but in part also the efforts of the monetary 
authorities to temper the wind of international interest rate movements, as 
they had done during the rise of mid-1966 and the decline of early 1967. One 
virtually inevitable result, however, was a swing in banking flows across the 
exchanges which yielded net outflows of more than $300 million (balance of 
payments definitions) in both the third and fourth quarters. In the third quarter, 
swapped deposits were a relatively minor factor in the outflow abroad, which 
must rather have been fed by the proceeds of new issues of U.S.-pay securities. 
In the fourth quarter, however, swapped deposits rose by nearly a quarter 
of a billion dollars and accounted for the majority of the outflow. | 


By the end of the y ear, the net foreign currency asset position of the char- 
tered banks with non-residents was approaching $1.3 billion, and it rose by a 
further $200 million during the first two months of 1968. In early March as 


al 


f a number of measures to strengthen the Canadian dollar (as noted earlier) 
anks were requested not to facilitate further swap deposit business, and a 
r rapid run-down of such deposits then began. 


_ ‘A noteworthy feature of the Canadian exchange crisis, however, and of 
1e whole of the first quarter of 1968 in which international monetary con- 
ons were so unsettled, was the relatively slight effect it appears to have had 
banking flows across the exchanges, and the modest part these flows played 
he total outflow of funds from Canada. The only significant movement 
vealed by the quarterly figures, as shown in reference table 46, was a $200 
illion switch of foreign currency assets by the Canadian banks from U.S. to 
rseas (mainly U.K.) residents. Their net claims on all non-residents rose 
y only $49 million. Nor is it the case that the quarterly figures conceal partic- 
larly large ebbs and flows on a monthly basis. In terms of the balance of pay- 
ents accounts ‘“‘bank balances and other short-term funds abroad’’ showed 
an outflow of only $126 million, of which only a minor part is accounted for 
the banking flows. 


a 


The total loss of $621 million in short-term funds during the first quarter 
+o which, in estimating the dollar effects of the exchange crisis, must be added 
least $100 million of delayed inflows and accelerated outflows on long-term 
ital account) was in largest part accounted for by some $460 million of mis- 
aneous, and in many cases presumed, short-term transactions, including 
the balancing item. 


Net short-term capital movements in the second quarter of 1968 were very 
small. Banking data for the period show a fairly substantial continued buildup 
‘ both assets and liabilities with non-residents, which involved little net change 
in the overall position over the period as a whole. During the quarter, however, 
there was a marked flow into and then again out of Canada as liabilities to 
Canadian residents in the form of swapped deposits were first run down sharply 
in accordance with the request made in March, and then up again by some 
quarter of a billion dollars in June, after the request was withdrawn. 
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REFERENCE TABLE 10 -e x 


PRIVATE AND PUBLIC CAPITAL EXPENDITURE ay 
1963 to 1968 i 


— | 1963 | 1964 | 1965 | 1966 | 1967 | 1908 


(Millions of dollars) 

i 1GEst aU Se LsS a) OU et hs hee oe fate a 762 836 926°). 1,,043"|..1, 073 [Ee a 

Ee eek ee co} a8} 90] oa) ao 
ining ing and oil wells..........s0seecseeee 521 32 ,005 
ee he ee 1,358 | 1,831 | 2,340| 2/914] 2%516| 2 
Weilitiestand transportation... vices seca sae sees 1,771 | + 2,059 | 2,423) 2, 926aI= 80083 3 
Construction industry.............. lke ac bic po Sauna 135 197 263 249 253 
—Trade, finance and commercial services............. 918 1, 042 1, 269 Pee27 Win Lyrae v4 

IRS TUat Corer ak NA eee ed RN ME NORD UA Br CL eee 873 TGs: 1,012 Y),2047)| ©9153 74 1 
LOUIE cotati, Linen, x crenata Tit kinetic ease SL L713 2,028 2, 133 2,181 2,352 my 
Government departments: , 6. Suniasie. asa cee tes 1,282 | 1,460] 1,668 1,924 | 2,015 ie 

Total Capital Expenditure.................... 9,393 | 10,944 | 12,865 | 15,090 | 15,174 16,0 38 
Total Capital Expenditure as a percentage of Gross b 


Watronal Expenditures. nace iceen eee cee els 21.6 Pig 24.6 26.0 24.4 24.008 


MEstimated by Department of Finance. 


Source: DBS and Department of Trade and Commerce Private and Public Investment in Canada, 
Outlook, Annual, and Mid-year Review 1968, Cat. 61-205. KB 


REFERENCE TABLE 11 


PRIVATE AND PUBLIC CAPITAL EXPENDITURE 
RECONCILIATION WITH NATIONAL ACCOUNTS INVESTMENT 
1963 to 1967 


ee 1963 | 1964 | 1965 | 1966 | 1967 
(Millions of dollars) = 
Private and public capital expenditure— AG 
Telerence qa blew 0a ea.) 1 ws ta vant Ayer ee 9,393 10,944 12,865 15,090 15, 174 
Deduct: . 
New residential construction by governments 6 if 9 10 
New non-residential construction by govern- aA 
taaXc) HSE ath Nee Met PRE ae cee Ue pier) Wn 1,609 1,618 1,958 2,252 2,464 
New machinery and equipment outlays by 
POVEFNTNENUS a2 hor yas Gs Cae tae ah ee 187 216 247 335 330 
Business gross fixed capital formation— ; ne 


National Accounts definition, reference table 6 7,591 9,103 10, 651 12, 493 “4A2) 365 


Source: DBS and Department of Trade and Commerce Private and Public Investment in Canada. 
DBS The National Accounts. Rm: 

re 
+ 


REFERENCE TABLE 12 


INVESTMENT AS A PER CENT OF GROSS NATIONAL EXPENDITURE 
1963 to 1967 


Total Private | Housing and Business 
Sas and Public Social Investment — 
Investment Capital® Private and 
Public® | 
BGS crak. ok Be oe anthisls Sa Se.” Vit s Stk (ee a ae 21.6 9.1 12.6 
sts arp athithasiggys ofolabeye she US aiaers ffm hee gat oe ek 23.1 9.1 14.0 
2 ae eg Taner return ae ts Ani 3S 24.6 9.4 15.2 
Tih Cae oa et ROR Ade oe eR ENR c.g hah | 2 26.0 9.3 16.6 
SORIA Lee OOO Gta rip Mey ee ee at hte 24.4 9.4 15.0 


Nore: Figures may not cross-add due to rounding. 


a : ; eae ee als mes ? 
(pencludes housing, outlays by government departments, institutions and rounicipal waterworks. 
»)Includes government business enterprises. 


Source: DBS and Department of Trade and Commerce Private and Public I nvestment in Canada. a 
DBS The National Accounts. ae 
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differences in totals may arise due to the seasonal adjustment process. 
hs of 1968 compared to the first eight months of 1967. 
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REFERENCE TABLE 30 


CONSUMER PRICE INDEX 
1963 to 1968 


(1949 = 100) 

August 

1963 1964 1965 1966 1967 1968 
oly ah 8 BOTS ae Sa oe 133.0 135.4 138.7 143.9 149.0 156.0 
RS cco) a coca eee scl aves o0 ae 130.3 132.4 135.9 144.5 146.5 157.4 

USING. os eee eee eee eee ee eee ees 136.2 138.4 140.9 144.7 151.0 158.4 

: thing... 2... eee eee eee eee eee 116.3 119.2 121.4 126.0 132.3 IRIN STL 
aS Tansportation...../......-+-++.--- 140.4 142.0 147.3 150.3 157.2 161.8 
Health and personal care........... 162.4 167.8 L75eo: 180.9 190.2 199.1 

- Recreation and reading............. 149.3 151.8 154.3 158.7 166.8 175.2 
- Tobacco and alcohol............... 118.1 120.2 122.3 125.1 128.3 141.1 
All ce MMIIMOUIUICS. ok cc. cece eee e ees 123.1 124.7 126.7 131.5 134.9 140.2 
Be DUTADIES oe eee wee eee see eens 115.5 114.5 114.6 115.0 118.6 119.8 
i ‘Non-durables StS I REO Sic Neer EE 124.6 126.7 129.2 134.9 138.3 144.3 


3 Non-durables excluding food.... 120.3 122.4 124.1 1270 132.4 138.8 


> 


Sc ce: DBS Prices and Price Indexes, Monthly, Cat. 62-002. 


REFERENCE TABLE 31 


CHANGES IN THE CONSUMER PRICE INDEX 
1963 to 1968 


ee 


Aug. 1968 
1966 1967 
e 1963 1964 1965 Aug! 1987 
(Per cent change from previous year) 
fe 1.8 24 Sed oD 8.4 
5s sG oR US Bee a a ap a pe _ 
a5. 5 eee 1.0 1.6 1.8 2.7 4.4 41 
Ck. c cide vac ses sees 2.5 2.5 1.8 3.8 5.0 2.6 
-Transportation........--++++e+e+ee: — isa ye a ae as 
- Health and personal care.....--+--- 2.6 ye ad a pe be 
Recreation and reading........+---- 1.4 a va ay on ne 
2 ‘obacco and alcohol........+-++++> 0.3 : : . 
Hl comm : 3.8 2.6 2.6 
Ll commodities... .........-60 eee oe ae ee fe 31 0'8 
hn. s nt aS ERE ani O ae ie ue es 
os hop Ae ETC EE ae nie 
bles excluding food.... 1.0 1 1.4 237 
1.4 2.5 4.2 3.5 5.3 4.2 


ist antenel sel etaestessrere iss <1e%¢ 0)4 06 ale "#0 9 @ 


Ac FS lie: 
€i . = <= + fe 
a Sie Sa 
fie at 
= = a P ee fue 
s = : 
‘ is f < 


REFERENCE TABLE 32 


CONTRIBUTIONS TO CHANGES IN THE CONSUMER PRICE INDEX 
1963 to 1968 tae 


we 1963 1964 1965 1966 1967 196: 
3 a j 
(Percentage points) 

AIL MOMS 5.5 Oe tea ee 1.8 1.8 24 3.7 3.5 
1 Wetec HOA CHO RINE serene Ss Sap Tp 0.9 0.4 0.7 1.6 Ors 
LOURIn Ey. ! As, cya. chambers Se 0.4 0.5 0.6 0.9 1.4. 

COb nities), t4 eins ae aot GU 0.2 0.3 0.2 0.4 aE 

Aransportition. wh. &.cnWveke Ee eee — 0.2 0.4 0.3 0. 5 
Health and personal care........... 0.2 0.2 0.3 0.3 0.4 

Recreation and reading............. 0.1 0.1 0.1 0.1 OS2 ice 
Tobacco and alcohol............... _— 0.1 0.1 0.1 0.1 

All items (325 ee 1.8 1.8 24 3.7 3.5 
All 'cominodities: y. sss. ee ihe 0.9 1.0 2.4 1.6 
Durablesise fe) oe td ae tee — — Oui = == 0.3 
Non-durables sf: atin ake oe 12 1.0 1.0 2.4 13 
Non-durables excluding food.. 0.3 0.5 0.4 0.8 1.0 
BerVices sty A, 7 Wane x eye eS 0.3 0.7 ital 1.0 1.4 
Portion of shelter excluded, ...... 0.3 0.2 Ors 0.3 0.5 


© Includes new houses, property taxes and mortgage interest. 


) Per cent change is based on the first eight months of 1968 compared to the first eight months of 196; 


Source: DBS Prices and Price Indezes. 
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REFERENCE TABLE 36 S 


SUMMARY OF SECURITIES AND CREDIT MARKET BORROWING 
1965 to 1968 


12 months ending 


1965 1966 19677 a= _ 
June 1967 | June 19 58 
(Millions of dollars) = 
Government of Canada: 
Meiricot Securities. atainph aa. «fares Meee ee —92 —84 703 860 | 776 
Canada Savings Bonds.................3se000- 253 223 230 346 —117 
LUORCC aeteh MERNerR TER UA ISOC ee Sele uae aoe 161 139 933 1,206 659 
Provinces®) and municipalities: 4 
Rec inos har. AUS eA. ne ache sae eee 992 | 1,412 | 1,799 | 1,628 | 1,306” 
Banlcdoanss\, eth Wie tues eterna a 198 137 |. 80 127 233 
PLO GALT erin len ahn tavcrasteperners artistas tan eee trae 1,190 1,549 1,879 il 755 1,539 
Corporations and other @) 
Bolidla Reach ah AsguMe aR te nt MeL ene 1,031 877 716 762 728 
BUGCKS Ios Mindi Lemut, due wateaa be eayeaaR 336 535 356 325 407 
Tanner ete. ; aeacneae see teeta 1, 330 402 755 508. | 830 
pasted A Canna No, 5 can ee Re ee 2,697 | 1,814 | 1,827 | 1,595 | 1,965 
Mortgages from private sector institutions ()....... 1, 659 1,134 1,100 776 ibs 387, : 
Bank loans to persons, farmers and institutions..... 685 295 _ 649 % 449 ; 608 : 
Total se Seeh so ene es 6,392 | 4,931 | 6,888 | 5,774 | 6,158 E 


Securities held outside Government of Canada accounts. MSs 
@) Excludes securities bought by the Canada Pension Plan and the Quebec Pension Plan. be 
®)Consists of non-financial business and Canadian religious and other non-profit institutions. 


(4) Includes bank loans in Canadian and foreign currencies, sales finance company loans, IDB and other 
term loans, commercial paper and bankers’ acceptances. Excludes trade payables net of receivables and 
non-residential mortgages. 3 

‘S)\Chartered banks, Quebec Savings Banks, Credit Unions and caisses populaires, trust and mortgage 


loan companies, sales finance and consumer loan companies, life and other insurance companies, trusteed 
pension plans, mutual and closed-end funds. 4 


Source: Bank of Canada and Department of Finance, 
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REFERENCE TABLE 38 


OFFICIAL HOLDINGS OF GOLD AND UNITED STATES DOLLARS _ 


End of period 


Monthly 
1966 to 1968 


Gold 


a Ss 


WS? 
dollars 


Source: Department of Finance. 
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1,112.8 


(Millions of U.S. dollars) 


1,449.6 
1,471.1 
1,424.2 - 
1:378al 
1,351.5 
1,317.6 
1,329.2 
1,284.3 
1,235.6 
1,202.7 
1,208.4 
1,190.3 
1,182.3 
1,124.6 
1,119.9 


2 ae 


1,141.7 
1,102.4 
1,109.1 
1,112.1 
1,121.5 
1,199.6 
1,166.9 
1,252.9 


1,150.5 
1,463.8 
1,268.3 
1,439.5 
1,768.7 
1,647.7 
1,588.3 


1,663.2 


1, 671.0 


2,341.8 
2,315.4 
2,281.0 
9,242.3 
2,223.2 
2,242.1 
2,235.9 
2, 238. 2. 
2,194.2 
2,203.4. 
2,188.2 
2,194.6 


2,244.4 
oat 
2,415.6 
2,695.0 
2,574.0 
2,514.6 
2,589.5. 
2,534.1 
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Bo. PART IL 
Bas REVIEW OF GOVERNMENT ACCOUNTS 
1967-68 
INTRODUCTION 


art of the Budget Papers presents in summary form a review of the | 
he Government of Canada for the fiscal year 1967-68. The fiscal 
et ends on March 31 but the books must remain open for 
fter that date to record various adjusting entries. 


: 


“aft 


HIGHLIGHTS OF THE GOVERNMENT'S FINANCIAL 
“age OPERATIONS DURING 1967-68 


section outlines the financial operations of the government in 1967-68 
ief summary of the budgetary and non-budgetary transactions, the 
od debt transactions and the changes in the cash position and the debt 
1 during the fiscal year. More detailed explanations are given in subse- 
ections of this review. 
neers r : 

ollowing table summarizes the budgetary and non-budgetary trans- 
- 1967-68 with comparative figures for 1966-67 and indicates how 
isactions affected the government’s cash balances. 


- 
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TABLE 1 
(in millions of dollars) 
SSS 


Fiscal year ended March 31 
SumMaARY oF BuDGETARY AND Non-BUDGETARY Se ne 
TRANSACTIONS AND CHANGES IN CasSH PosITION 1968 ~1967 7 
(preliminary) ; 
$ $ , 
Budgetary transactions— _ 
R e— 
ee Sep ae Che M it nee aes he, Cre vtn Re toh cde: Kai Nera eatanel Ste diver Ment ererstcneT 8,017 7,440 
INO ED hs a eels Sea iC GOO SEEDS OM OU Aon ODM Coon ado GOD OOo Ee 1,060 , 
9,077 8,358 . 
Expenditure— ol 
TD LSelItel ek eer ete Gare aE a Hire Pair Sei Se Om One Cenc cha cnes 1,813 1,696 
INOne defn ce sx cestere eicters cieietesehoparey-vetees eto el rane aveues cies ove aie ehelusereieyecsioNe 8,056 7,084 } 
9,869 8,780 
1D YeNS Rehr ae) eee Ae Alas Meas A ain Bt Sie mmyn ier tet enon Mocring aes — 792 —422 = 
Non-budgetary transactions (excluding unmatured debt transactions) } ' 
Receipts and credits— ; 
Net annuity, insurance and pension accounts receipts........... 465 931 4 
Repayment of advances to exchange fund account.............. 322 341 i 
Canada pensionypl an accOunva ecm sc ma sites tere cetstardele ast stevens 672 592 
Investments in United States dollar securities issued by other | 
tian the  Governmen trot Canadarn.nas sits casted sie sonatas 57 ( 
Increase in non-interest-bearing notes payable on demand...... 450 111 a 
Repayment of loans, investments and advances............... 387 3 
CO} Cot aameee pera ean May Ee rc et gE ie ae et NN ar ERE CCU BN CB 449 437 3 
2,416 2,456 cf 
Disbursements and charges— q 
Canada pension plan investment fund................eeeceesees: 665 581 ; 
MoanssanyvestmentstandsaG VANCES ac c..re ueeiencictestseeietersie eieistae weak 1,476 1, 564 
(Or as) Cie eg trast ak Som inn indirect ord be tT Sern OAD eRe ih iiss 69 420 4 
2, 210 2, 565 j 
Net amount available from or required for (—) non-budgetary 
ELANSACTIONS ect pege ee eee ae One ee ee nee 205 —109 
Overall cash requirement to be financed by increase in unmatured . 
debt or decrease im cash balances... ........ 0... eee —587 —531 
Net increase in unmatured debt outstanding in hands of the . 
DELL Corps ee eee ee ee Eee 788 Wi 
Net increase in Receiver General bank balances.................... 201 180 | 
Nors: In 1967-68 a change in practice was introduced whereby revenues arising from Royal Canadian — 
Mounted Police expenditures were credited thereto. For purposes of comparison the 1966-67 figures have 
been adjusted. 
Budgetary transactions } 
The budgetary revenue, expenditure and deficit as forecast in the budget — 
speech of June 1, 1967, the revised figures as forecast on November 30, 1967 — 
and the actual figures are shown in the following table: 
TABLE 2 
(in millions of dollars) 
ees 
Revised decrease (— 
ap aera TRANSACTIONS Bt swe forecast Actual cones sth 
FoR Fiscan YEAR 1967-68 ate imi ovember 30, | 
June 1, 1967 Be a (preliminary) 1967 forecast ; 
Amount Per cent 
RROV ORG ce Ay peas ss ethan aoe * 8, 960 9,115 9,077 38) 0.42 7 
EixpendiGune a6. .aho ss edhe os 9,700 9,900 9, 869 —31 0.31 : 
Detcitees over ree: 740 785 792 7 j 


a eee ee 
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udgetary revenue of the government amounted to $9,077 million for 
1967-68. This was $38 million or about half of one per cent less than the revised 
figure of $9,115 million forecast on November 30, 1967 and $719 million or 9 
per cent more than the total collected in 1966-67. 


__ Tax revenue accounted for $577 million of the increase and non-tax revenue 
accounted for $142 million of the increase over 1966-67 receipts. 


g : The yield from the income taxes was $470 million higher and from sales 
tax $88 million higher than in 1966-67. 


Expenditure 

Budgetary expenditure amounted to $9,869 million, $31 million or approxi- 
mately one third of one per cent less than the revised figure of $9,900 million 
forecast on November 30, 1967 and $1,089 million or 12 per cent higher than 
expenditure in 1966-67. 

s Defence expenditure of $1,813 million was 18 per cent of total budgetary 
expenditure compared with $1,696 million or 19 per cent in 1966-67 and was 
again the largest category. 

- Givil or non-defence expenditure was $8,056 million compared with $7,084 
million in 1966-67, an increase of $972 million. The main changes were increases 
of $222 million in fiscal, subsidy and other payments to provinces, $110 million 
in public debt charges, $71 million in the governments contributions to the 
provinces under the Hospital Insurance and Diagnostic Services Act and $51 
million in the net operating loss of the agricultural stabilization board. Payments 
to provinces under the Canada assistance plan increased by $215 million in 
1967-68, offset by a decrease of $137 million in respect of unemployment assist- 
ance. In addition to the above increases, expenditures of $106 million were made 
in respect of the new adult occupational training program for which there was 
no comparable expenditure in the previous fiscal year. 


Deficit 
On the basis of these preliminary figures, expenditures of $9,369 million 
‘exceeded revenues of $9,077 million resulting in a deficit of $792 million compared 
with a deficit of $785 million as forecast on November 30, 1967 and a deficit 
of $422 million in 1966-67. 


Non-budgetary transactions (excluding unmatured debt transactions) 
Non-budgetary transactions are those which increase or decrease the 
government’s asset and liability accounts and do not enter into the calculation 
of the annual budgetary surplus or deficit. 

In 1967-68 net receipts and credits of $2,415 million exceeded net a ee 
ents and charges of $2,210 million, resulting in a net receipt of $205 million. 


| In 1966-67 net disbursements and charges totalled $2,565 million and me 
receipts and. credits totalled $2,456 million, resulting in a net requirement 0 
~ $109 million. 

960699 


130 | aces 


Old age security fund - 
Receipts by the fund during 1967-68 of $1,495 million exceeded payments 
of $1,388 million by $107 million. In 1966-67 receipts were $1,285 million and 
payments were $1,073 million. | 
The transactions in the fund during 1967-68 compared with those for 


1966-67 were as follows: 4 
Fiscal year ended March 381 
1968 


(preliminary) 1967 


(in millions of dollars) 


Balance vunedatea pLilol aaravae strive aietets svarsiolereieieveiais sesielels 429 217 
Receipts— 
Stileguba xin ha ciact.mictetaecoeke elelslokvere tae stale lelevsiclere o aialucse"s . 545 559 = 
Personal NCOMe taxa. acs ose cease oais\slee silk tees 800 577 
Corporation INCOME LAXes he sieita/o.ated elcie ee «ce tiee se ses 150 149 4 
1,924 1,502 
Disbursements— 
PENSION PAVAMOCULS sowie alee kal ciaie © o-sierstaterelelaltis Clase ees clave —1,388 —1,073 
Balancenn-tund abrMancheel sacnc esas eapeisleret celeriac 536 429 


Canada pension plan account 


Receipts during 1967-68 were $685 million and disbursements were $13 
million. In 1966-67 receipts were $600 million and disbursements were $8 million. 


1966-67 were as follows: 
Fiscal year ended March 81 
1968 


(preliminary) 1967 


(in millions of dollars) 


Balance at April Ly, eens cod soe eet Sen ee 681 89 
RGCOLD ES Ee ise isiara ates oicieteyaeca sis lola otelare OIMEEA ERT eRe eater reel 685 600 
DISDULSOICNLS feet. erg Sela ee Ee eo eoToe eee —13 —8 
Balanceat March 31a5-5 eens acct ee car ten cee 1,353 “UBS 


At March 31, 1968 the balance in the account consisted of an operating 
balance of $72 million on deposit with the government and provincial securitie 
purchased on instructions from the provinces, in the amount of $1,275 million 
and Government of Canada securities in the amount of $6 million recorded in 
the Canada pension plan investment fund. 


Unmatured debt transactions 


_Unmatured debt transactions in 1967-68 reflected an increase of $788 
million in unmatured debt outstanding in the hands of the public compared 
with an increase of $711 million in 1966-67. 


Change in cash position 


Receiver General bank balances in current deposits were $201 million more 
at March 31, 1968 than at March 31, 1967. This is the amount by which the 
increase of $788 million in outstanding unmatured debt plus the net receipt of 


$205 million from non-budgetary transactions exceeded the budgetary deficit of 
$792 million. 
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> in debt position 


result of budgetary and non-budgetary transactions the gross liabilities 


% 2S See. Satie 
92 million to $16,757 million. 
Ea ssf 
Cos he Fiscal year ended March 31 


i 1968 Increase or 
(preliminary) 1967 decrease (—) 


(in millions of dollars) 


‘ae 


, Gross Me SISOLCS GE RIRIN i iaaictetelaaiel io's.o wiSiole wo, 0:a,0's 32,926 30,346 2,586 
i Less net recorded assetS............0.0.e0085 16, 169 14,375 . 1,794 
0 SS oe 16,757 15,965 792 
ace ary aM ae ae ae 
a eens 
he 
A THE BUDGETARY ACCOUNTS 


PL SS" 
raF 


: Total budgetary revenue was $9,077 million in 1967-68, budgetary expend- 
iture was $9,869 million and the budgetary deficit was $792 million. 


In 1967-68 a change in practice was introduced whereby revenues arising 
from Royal Canadian Mounted Police expenditures were credited thereto. This 
revenue totalled $31 million in 1967-68. 


x The figures shown in the following table for prior years have not been 
changed to reflect the effect of this new practice. 


rg BUDGETARY REVENUE AND EXPENDITURE 
Fiscal Years Ended March 31 
Billions of Doliars 


BUDGETARY DEFICIT 


Millions of Dollars 
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> TABLE 3 
BupGeTary ReveNvusE, EXPENDITURE AND DEFICIT 


(in millions of dollars) j 


: Budgetar Budgetary Pra) ; 
Fiscal year ended March 31 ee iat eahomdtiee Deficit — i 


1959....... jabdHS¢C SOmOROAOU dan UO dbNC dE DaUO NOUR OHUMEarogeddT 4,754.7 5,364.0 —609.3 — 
1960....... SGG6 20308 GUO OO GOODE DOOU UG CONOR OOO OR DOOCOND 5,289.8 5,702.9 —413.1 
Eb eater arate stare ior ate erero onefetsieleloterereleieiae eloveastelalarelefcleisielloveia's(oreceystoele. 5,617.7 5,958.1 —340.4 


OE ees oN ea eo a 5,729.6 6,520.6 —791.0 
TS ln Bb. BOR WS a Po 5,878.7 6,570.3 —691.6 
1064 2h, DO Ae SEP oe ee RTC ES Fee Ce 6,253.2 6,872.4 —619. 26 
DOGG shes coe Oe eee sated Mita ene Eats a cit iiatiaceWe be toe ais 7,180.3 7,218.3 = 38.0 


HR coommacgead can ddcn 200 JUGRdOdO EDO OUOBOBOO Ar ObdGaCagObOL 7,695.8 7,734.8 —39.0- 
GY) ccanne Sanaanocsoneboadhinbe Sol Lso ce bacoade lcuuEdcad ar 8,376.2 8,797.7 —421.5 — 
BUG COLO MAAN APY | Fee ccc os icto tye nce s'n'ine Seielera cls: cid'e sie's «Adie 9,076.6 9,869.0 —792.4 © 


REVENUE 


Budgetary revenue in 1967-68 was $9,077 million, $719 million or 9 per 
cent over the total of $8,358 million received in 1966-67. Tax revenue at $8,017 
million accounted for 88 per cent of the total revenue for the fiscal year and 
non-tax revenue at $1,060 million accounted for 12 per cent. P 


The more important items were increases of $376 million in personal income 
tax collections, $88 million in sales tax receipts, $77 million in corporatio n 
income taxes and $93 million in return on investments. : 


BUDGETARY REVENUE BUDGETARY EXPENDITURE 
BY MAJOR SOURCE BY MAJOR FUNCTION 


For Fiscal Year Ended March 31, 1968 
Preliminary 


4 SZ 
EER 
LOSER 


ais RESOURCES 
ok COMMUNICATIONS AND 

Pen : INDUSTRIAL 
DEVELOPMENT % 


oO \ 


¥ 
% 4 
A 


= 


1. Does not include payments out of old age security fund. Ls 


2. Does not include those payments made to provincial and municipal governments 
for specific purposes. 
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Reese, TABLE 4 


See, Bupgetary Revenuz sy Magor Sources 


(in millions of dollars) 


fe aS Fiscal year ended March 31 

Paes Increase 
or 

decrease (—) 


be 1968 
ya Sourcz (preliminary) ne 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


Tax revenue— 


¥ Income tax— 


: ; Personal Sa SHA CORDA eS DO: Aer 2,849.6 31.4 | 2,473.8 29.6 375.8 15.2 
= Corporation DI NS or uo 1,670.6| 18.4] 1,593.2 19.1 77.4 4.9 
_ On dividends, interest, etc., going 
P abroad......... cece eee cece eee ee 220.5 2.4 203.6 2.4 16.9 8.3 


__ Excise taxes— 


eee Oe er iss « 1,601.1 17.7 | 1,513.6 18.1 87.5 5.8 
Dit eee 337.0 ek PSIG 3.8 21.4 6.8 
_ Customs import duties............... 746.4 EO CCG 9.3| 81.2 —4.0 
Excise duties...... ee 488.6 5.4| 461.0 5.5 27.6 6.0 
CER ru 102.2 1.1 101.1 1.2 id 1.1 
MOT er PArOa osc .c sc. ....iseeedee es 0.3 0.2 0.1 50.0 
3 8,016.8 88.8| 7,489.7 89.0| 576.6 7.8 
Non-tax revenue— 
% Return on investments............-06. 612.3 6.8 519.1 6.2 93.2 18.0 
- Post office—net postal revenue........ 281.6 3.1| 253.3 3.0 | © 928.3 11.2 
Other non-tax revenue.............55- 166.4 1.8 146.1 1.8 20.3 13.9 
1,060.3 11.7| 918.8 (0b DLS 15:3 
Total budgetary revenue®.....} 9,076.6 100.0 | 8,358.2 100.0 718.4 8.6 


1967-68 1966-67 
Excluding credits to: 
The old age security fund— 
: Personal income tax......--ssseseceerese ere eseeeeeee 800.1 576.6 
- Corporation income tax.......++++sesereretesrteee® 150.0 149.5 
i slks GOSS Ba Sesh BAe BE HLS Ub coe OepD acon COSTE OOD 544.5 559.5 


1,494.6 1,285.6 


Net after deduction of refunds and drawbacks. 


i iati thority to credit thereto 
®Soli 1 vote 15, Appropriation Act No. 3, 1967 gave au y tc 
pip cier Ge ah services  eaiden thereunder, For purposes of comparison the 1966-67 


total has been adjusted. 


134 | ao 


BUDGETARY REVENUE BY SOURCE + i 
Fiscal Years Ended March 31 
Billions of Dollars 


CUSTOMS IMPORT DUTIES 


EXCISE DUTIES, SALES AND ~ 
OTHER EXCISE TAXES 


CORPORATION INCOME TAX 


PERSONAL INCOME TAX 


1964 1965 1966 1967 19686 * 1968* 


* Preliminary 


TAX REVENUE 


Federal-provincial fiscal arrangements 


Under fiscal arrangements, that became operative in 1962, the federal 
government withdrew in part from the field of direct taxation and left the 
vacated area to the provinces. The federal government offered to collect the 
provincial income taxes without charge provided that provincial personal 
income tax was expressed as a percentage of federal personal income tax other- 
wise payable and provincial corporation income tax applied to taxable income 
calculated in the same way as for federal income tax purposes. To allow for t 
imposition of the provincial income taxes, the Income Tax Act was amended 
abate the federal income tax otherwise payable by individuals in all provinces 
by 24 per cent in 1966 and 28 per cent in 1967 and 1968. For 1966 the abatemen is 
of federal income tax otherwise payable in the Province of Quebec was 47 per 
cent; for 1967 and 1968, the corresponding abatement was 50 per cent. These 
higher abatements for Quebec are in compensation of the fact that the payment 
of youth allowances and the full cost of certain programs which are supported 
jointly by federal and provincial governments in the other provinces have been 
assumed by that province. For the year 1966 the federal corporation income 
tax rates were abated by 9 percentage points for taxable income earned in a 
province other than Quebec and by 10 percentage points for taxable income 
earned in Quebec. For 1967 and 1968 the corresponding abatement was 10 pel 
cent for all provinces. The federal government has entered into tax-collection 
agreements under which it collects the provincial personal income taxes of all 


provinces except Quebec and the provincial corporation income taxes of al 
provinces except Ontario and Quebec. 


* 


| ‘Under these collection agreements, payments are made monthly to each 
province based on an estimate of that province’s tax revenue. When the actual 

D unts of assessed returns are established, usually in the month of December 
wing the end of the fiscal year, adjustments are made with the provinces. 


Under the present fiscal arrangements, the federal government agreed to 
ite its estate tax by 50 per cent in the fiscal years 1962-63 and 1963-64, and 
5 per cent thereafter, in any province that imposed its own succession 
es. To a province that did not wish to re-enter the succession duty field 
ederal government agreed to pay 50 per cent of the federal estate tax revenue 

1962-63 and 1963-64 and 75 per cent thereafter. During 1962-63, Quebec 
and Ontario collected their own succession duties while the other provinces 
I ived a payment in lieu of imposing duties. Starting in 1963-64 British 
Columbia joined Ontario and Quebec in imposing its own succession duties. 
When the estate tax abatement was raised to 75 per cent in 1964-65, British 
Columbia increased its succession duty rates accordingly but Quebec and Ontario 
preferred to take in lieu of the extra abatement a payment equivalent to 25 
per cent of the federal estate tax in those provinces. This arrangement also 
carried into 1965-66, 1966-67 and 1967-68. 


- 


a 
* 


Tax on personal income 

In 1967-68 personal income tax was again the largest source of government 
revenue. Its yield (excluding the old age security tax) was $2,850 million or 
31 per cent of all budgetary revenue compared with $2,474 million or 30 per 
cent in 1966-67. The increase of $376 million was due mainly to a higher level 
of personal incomes in 1967-68 and partly due to a temporary surtax of 3 per 
cent on the basic tax in excess of $200. This temporary surtax applied in respect 
of tax imposed on 1968 and 1969 income. 

P In addition to the federal revenue, $961 million was allocated to the pro- 
vincial tax collection agreements account under the terms of federal-provincial 
fiscal arrangements compared with $697 million in 1966-67. 

b The tax on personal incomes levied under the Old Age Security Act and 
credited to the old age security fund was $800 million compared with $576 
million in 1966-67. This increase of $224 million was due in part to higher levels 
of personal income in 1967-68 and in part to the fact that the maximum amount 
payable on account of this levy was raised from $120 to $240 per year effective 


January 1, 1967. 


Corporation income tax 
3 Corporation income tax was the second largest source of government revenue. 
The yield (excluding the old age security tax) was $1,671 million or 18 per cent 


) 5 vi 3 milli 19 per cent in 
of total budgetary revenue compared with $1,593 million or 19 pe 

1 1 £ $78 million was due mainly to the termination of the 
ce prose t the end of 1966 and early in 1967 and to 


@ jation programs a 
ee cacisihnent of capital cost allowances for certain classes of assets 
purchased between March 30, 1966 and April 1, 1967. 

' In addition to the federal revenue, $167 million was allocated 2 the ae 
vincial tax collection agreements account under terms of federal-provincia 
fiscal arrangements compared with $132 million in 1966-67. ee 
-_'The tax on incomes of corporations levied under the Old ne ped eae 
and credited to the old age security fund was $150 million, the same a 


"as in 1966-67. 
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Taxes on dividends, interest, etc., going abroad 3 Sue * 


Revenue in this category was derived from taxes withheld from payments 
of dividends, interest, rents, royalties, alimony and income from estates and 
trusts paid to non-residents. Collections for 1967-68 were $221 million, an 
increase of $17 million or 8 per cent over the 1966-67 total. 


PRINCIPAL SOURCES OF TAX REVENUE 
Fiscal Years Ended March 31 
Millions of Dollars 


PERSONAL INCOME TAX 


— 3000 
; 
CORPORATION INCOME TAX 
2000 — 2000 2000 
ee 
4 een 
eee, 
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1000 — 1000 1000 beocs 
pesos 
fess 
4 See 
eotee 
Seoesd 
0 =ne0 0 e5] 
EXCISE TAXES 
2000 2000 
EXCISE DUTIES 
1000 


1000 1000 
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1964 


# Preliminary 


Excise taxes 


From a revenue standpoint the general sales tax was the most important 
tax levied under the Excise Tax Act. Receipts (excluding the old age security 
tax) were $1,601 million, $88 million or 6 per cent higher than 1966-67 receipts 
of $1,514 million. The increase Was due in large part to an increase from 11 per 
cent to 12 per cent effective January 1, 1967, in the rate of the tax. The increase 
did not apply to building materials. Partially offsetting the revenue gain from 
this rate change was the exemption for drugs effective September 1, 1967 and 
the reduction of the rate of tax on production machinery and equipment to 6 
per cent on April 1, 1967 and its elimination on June 2, 1967. 


_ The rates of sales tax referred to above include a 3 per cent tax on sales 
levied under the Old Age Security Act. Revenue from this tax was $545 million 
compared with $560 million in 1966-67. Most of the decrease resulted from the 
elimination of the tax on production machinery and on drugs. 

The yield from other excise taxes levied under the Excise Tax Act was 
$337 million, $21 million more than in 1966-67. The increase was due mainly 
to increased rates in the excise taxes on wines and tobacco and tobacco products. 


Customs import duties 


_ _ Receipts from this source were $746 millio aaa eee 
in 1966-67, a decrease of $31 million. fon compared i uaaaas ne 
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Excise duties are levied on alcoholic beverages (other th 

tobacco products. (Additional taxes on tobacco ee were pe ua on 

oe ane ae in athe were $489 million compared with $461 
in OF: e increase of $28 million l 1 

rates of duty effective December 1, 1967. sideman eho 

___ Gross receipts of $301 million from duties on alcoholic beverages consisted 

of $181 million in respect of spirits and $120 million in respect of beer and were 

$28 million higher than collections of $272 million in 1966-67 of which $158 

million was in respect of spirits and $114 million in respect of beer. 

a Gross receipts of $195 million from duties on tobacco products were $1 

million less than collections of $196 million in 1966-67. 

= Refunds and drawbacks of $7 million resulted in net excise duty collections 

of $489 million in 1967-68. In 1966-67 refunds and drawbacks were also $7 

‘million and net receipts were $461 million. 


; Estate tax 


: Revenue in this category was derived under the Estate Tax Act. Net 
receipts of $102 million were $1 million more than in 1966-67. 


ee taxes 


| Revenue under this heading during the fiscal year was $300 thousand 
compared with $200 thousand in 1966-67. 

NON-TAX REVENUE 

Non-tax revenue totalled $1,060 million compared with $918 million in 
1966-67. The increase of $142 million was due mainly to increases of $93 million 
in return on investments and $28 million in post office revenue. 

It is noted that Solicitor General vote 15, Appropriation Act No. 3, 1967, 
which covered administration, operation and maintenance costs of the Royal 
Canadian Mounted Police, gave authority to credit thereto all revenue arising 
from services provided thereunder. Consequently such revenue, which consists 
mainly of services and service fees, proceeds from sales, and privileges, licences 
and permits, is not reflected in the accounts as revenue. For purposes of compari- 
son the 1966-67 figures have been amended accordingly. 


TABLE 5 


(in millions of dollars) 
ooo 
Fiscal year ended Increase or 
a March 31 decrease (—) 
Non-Tax REVENUE ee ee on Se eS ee ie 


; 
y 
, 1968 1967 Amount Per cent 
(preliminary) 
p 


i ee ean 
Return on investments........---+-eeeseeee 612.3 ee ne ea 
Post office—net postal revenue.....-.--+ssrrrrtrte 281.6 Gis "i se 50.7 
Services and service feeS....-..---++eserseerrrte 58.9 ote e ee 
Privileges, licences and permits.....--.+-+++e5st0t 41.6 oo ey: 119 
Proceeds from sales.........-++++. pag ia siete Seer? Seok 18.5 oy ri 96.2 
Refunds of previous years’ expenditure.....-+--+--: 21.7 oe 53 98.1 
BUilionmndicOMaACe. cso... gece cence tyne ogee t 10.7 ; ‘ ag 1000 
Premium, discount and exchange...-..--+++++7577"" ary 01 20 
op, I 6 ae a pray . ey OS 

1,060.3 918.5 141.8 15,4 


96069—10 
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Return on investments 

These receipts, in an amount of $612 million, consisted of i income derived 
from loans and advances made by the sovernment and from investments by 
the government in productive or earning assets. In 1966-67 receipts were $519 
million. 


TABLE 6 
Gn millions of dollars) 
Fiscal year ended i 
March 31 Increase : 
RETURN ON INVESTMENTS _ or q 
1968 1967 decrease (—) : 
(preliminary) 3 
Loans to, and investments in, Crown corporations— 
Atomic Energy of Canada Limited..........5.........- 0.8 0.6 0.2 
Banks oij€anadaa—prolitsad. leisnetet een eee oe. 177.0 150.6 26.4 
Canada Deposit Insurance Corporation................. 0.2 0.2 
Canadian Broadcasting Corporation................... 3.8 2.2 Y 1.6 
Canadian Corporation for the 1967 World Exhibition. . 9.9 aD OLA 
Canadian: Dairy(Commission eee neeeee eeee 0.9 0.9 
Canadian National Railways......2...-ce6..cs«es ones 22.5 16.4 6.1 
Canadian Overseas Telecommunication Corporation. . Zeno 250 
Central Mortgage and Housing Corporation 
Interest:ondebenturesse:. aa .ce ete nee meee ener 156.7 124.1 32.6 B 
ING UDI O LG Sars, cok Sask cxsise Me toe Ee ae 6.6 5.6 1.0 
163.3 IERIE 2: 83.6 ; 
Crown Assets Disposal Corporation.................0-. 1.0 —1.0 
Eldorado Mining and Refining Limited................. a) 1.0 —1.0 
Export Credits Insurance Corporation.................. 9.5 FS dae? se { 
Parns Credit Corporation... 9:00 een ce eee 34.6 29.1 5.5 F 
National Capital ‘Commission../...5.00. ee eee 3.8 3.8 4 
NationalvElarbours! Boards. nee eee ee ee ee 1.4 LZ, —0.3 4 
Northern Canada Power Commission.................. 3.8 3.1 0.7 
Northern Ontario Pipe Line Crown Corporation...... ‘a 0.7 O87, i 
Poly mer!Corporation Linited ascent eee 2.6 4.5 —1.9 J 
The St. Lawrence Seaway Authority................... 10.8 13.8 —3.0 4 
448.1 871.3 76.8 
Other loans and investments— . 
United Kane dons. \ 5s) ae ee ene . 21.2 21.6 —0.4 
Other national governments............0.cesccueceecese 3.9 4.1 —0.2 L 
Provincial/governmenta, |... .Vi vane oe eee 0.6 0.8 —0.2 j 
Exchange fund account cc... seve ee eee ee ee Gee 60.6 {eae : 
Interest-bearing deposits with chartered banks......... 23.4 24.2 —0.8 
Municipal Development and Loan Board............... 12.7 5.9 6.8 
Securities investment account...........eeccecceceeece. 17.0 3.7 13.3 
Soldier and general land settlement loans and veterans 
Jand-act advances,..d5).) 2. eee oe ee ee 13.0 10.6 2.4. 7 
Investments in United States dollar securities issued by : 
other than the Government of Canada............... 6.6 7.9 —1.3 
Mascellancousy i445, reds eee ee de ate eeE 10.6 8.4 2.2 
16 .2 147.8 16. ann 
612.3 519.1 93.2 


Ss ENP Bee fae ees 
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Re eceipts from ‘eaaien corporations at $448 million were $77 million more 
; in the previous year. The main changes were increases of $34 million in 
yments by the Central Mortgage and Housing Corporation and $26 million 
he Bank of Canada profits paid to the government. 


he yield from other loans and investments at $164 million was $16 million 
than the 1966-67 total. The main changes were increases of $13 million 
rnings of the securities investment account and $7 million in interest on 
s to the Municipal Development and Loan Board and a decrease of $5 
ion in profits from the exchange fund account. 
Sy 
t office revenue 
Gross receipts from post office operations were $327 million but authorized 
pursements from revenue for salaries and rent allowances, other allowances 
1d ‘commissions at semi-staff and revenue offices, commissions at sub- offices, 
tr ansit charges on Canadian mail forwarded through and delivered in foreign 
countries, etc. in the amount of $45 million brought net revenue to $282 million. 
In 1966-67 gross revenue was $295 million, authorized disbursements were $42 
a illion and net revenue was $253 million. 

Net costs of operating the Post Office Department during 1967-68 (excluding 
t hé $45 million charged to revenue) were $302 million. As net revenue was $282 
N nillion there was a nét operating deficit of $20 million. In 1966-67 net revenue 


TABLE 7 
(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
‘ : Post Orrick REVENUE or 
. 1968 | decrease {—) 
. a8 hn 1967 
$ (preliminary) 
. of | 
Postage— 
pa In (CARAS, «Jest on oA OBA Gad Bae ooo 307.1 277.0 30.1 
8 ‘From foreign countries.............0sseereeeeee eee eeees 6.4 5.2 12 
iC ommission OMMMONEVAOVCCIS: «<2. --- secre cos nest etc 9.4 9.2 0.2 
Rental of post office boxes............2-+0ersrseserenette 2.5 2.4 0.1 
De ny. cutee ne cec eae nsetent et 1.6 0.1 
SoTL 2965.4 S12 
_ Salaries and allowances— 
/ - Bt —0.1 
Revenue post LCOS et tdaie eo ciceteiome sles siecle emesis 11.9 11.8 
rx _—91 ==49; —2.3 
Pp Semi-staff post offices.......--.-seseerrererrr tt Dep heat 19.4 
3: ‘ ry BES —0.4 
MMMeniepaet Of1CeS.--.. cee sabersecs eters retest 5.9 o 
‘Transit charges to or through foreign countries......-+-+ —4.3 —3.8 —0. 
OG ie =1,6 aig 
PPR aL ghvaninervnpen rene opts tho 
— 45.5 —42.1 —8.4 
281.6 253.3 28.3 
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was $253 million, net operating costs were $268 million and the net operating 
deficit was $15 million. The higher receipts in 1967-68 resulted from increased 
postal rates and the increase in costs was due mainly to higher salary rates and 
to normal staff growth. 


However, it should be noted that the total shown for-post office revenue 
does not reflect any payment for the franking privilege covering parliamentary 
and departmental mail or for certain miscellaneous services provided for other 
government departments and agencies, nor does the total shown for operating 
expenses reflect any charges for premises occupied by the Post Office Depart- 
ment or for accounting and miscellaneous services provided by other departments. | 


Services and service fees \ 


Revenue from this source was $59 million compared with $49 million in 
1966-67. } 


The Department of Transport received $27 million including aircraft 
landing fees of $15 million, marine steamers earnings of $5 million and harbour 
dues and wharfage of $2 million; the Department of Agriculture received $9 
million of which $5 million was for services in connection with the inspection, 
weighing, storage and elevation of grain and $2 million for race track super- 
vision; the Department of Finance received $7 million mainly from numismatic 
revenue; the Department of National Health and Welfare received $5 million 
including a $3 million reimbursement by the provinces for treatment of Indians 
in federal government hospitals and the Department of Trade and Commerce 
received $2 million, mainly from weights and measures and electricity and gas 
inspection fees. 4 


oe. ow 


Privileges, licences and permits 


Revenue from this category totalled $42 million for 1967-68, $3 million 
more than in the previous fiscal year. 


The Department of Transport received $19 million mainly from rentals, 
concessions and radio licence fees; the Department of Indian Affairs and Northern ‘ 
Development received $8 million of which $2 million was from fees, leases and 
royalties in respect of oil, gas and gold and $1 million from transient motor 
vehicle licences; the Department of Consumer and Corporate Affairs received 
$5 million from patents, trade marks, charters, etc. and the Department of 
Public Works received $4 million for rental of public buildings and sites. 


Proceeds from sales 
Receipts of $19 million were $3’million less than the total for 1966-67. 


The Department of Defence Production received $4 million mainly from 
the sale of surplus Crown assets, Central Mortgage and Housing Corporation 
received $3 million from the sales of properties and the Department of Public 
Printing and Stationery received $3 million mainly from the sales of publications. 
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F — ‘i x é 4 
efunds of previous years’ expenditure 
_ Refunds in 1967-68 of expenditures made in prior years were $22 million, 


$5 million more than in 1966-67. 
___ The Department of National Defence received $7 million of which $2 


m1 illion was due to cost audits and $2 million was due to adjustments on contracts 
ith the United States government and the Department of Veterans Affairs 
ceived $7 million in refunds of veterans’ pensions, allowances and re-establish- 


ment credits. 

Bullion and coinage 

2 Revenue of $11 million derived from the operation of the Royal Canadian 

Mint consisted mainly of a net gain on coinage. Small amounts were also obtained 

from gold refining charges, handling charges and gain on gold refining. In 1966-67 
evenue from the operation of the Mint totalled $5 million. 

Premium, discount and exchange 

Premium, discount and exchange resulted in a net expenditure of $615 

thousand in 1967-68 compared with a net revenue of $242 thousand in 1966-67. 

Other non-tax revenue 


; Other non-tax revenue of $15 million was approximately the same amount 
as in 1966-67. 


F EXPENDITURE 
Budgetary expenditure amounted to $9,869 million for 1967-68, $1,089 
illion or 12 per cent higher than in 1966-67. 


BUDGETARY EXPENDITURE, CLASSIFIED BY FUNCTION 
. Fiscal Years Ended March 31 
Billions of Dollars ee: 


16% ALL OTHER EXPENDITURE 
VETERANS AFFAIRS 8 
RESOURCES AND DEVELOPMENT 
PAYMENTS TO PROVINCIAL 
AND MUNICIPAL GOVERNMENTS ! 6 
TRANSPORTATION 
AND COMMUNICATIONS 
KX 
SKS 
PUBLIC DEBT CHARGES 
EER ‘ 
HEALTH, WELFARE AND 
SOCIAL SECURITY 2 
Z La KER > 
KRERERES 
Ke eens KERR <> ‘ DEFENCE 
I ceeorctocoeemoen usercontent esese 
‘ SSS SRR <S £58 CRS % ‘ 2 
secasaneteconsennneonorntesene ome ietees ‘ 
CORR Rconcrenstesereeeeetes eseree 
RRR So 0 
RAPHE Me KK 


1966 1967 


jture in the year in which they were paid, 
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TABLE 8 a i 
SrareMent oF BUDGETARY EXPENDITURE BY DEPARTMENTS 
(in millions of dollars) 


Fiscal year ended March 381 ; 


ee Se SS Increase one 
ee 1968 decrease (—) 
aie 1967 : ee 
(preliminary) er 5 
Amount | Per cent | Amount | Per cent | Amount | Per 
Defence expenditure— 
Ragobal Detenee Peeve deve tebe avons istatwnlens ooo 17.8 1,640.4 18.7 Lee 
Defence Production™................ 26.0 0.3 24.9 0.3 Vit 
SVLUISU Tey Co) ere ees aXe Ce a es 30.0 0.3 30.6 0.3 2.9 
1,813.0 18.4 | 1,695.9 19.3 Tia 
Non-defence expenditure— 
PAST CHLEUTO IR bento mnt ieee teal tits letats Dili 2.8 230.7 2.6 46.4 
FAME COMMON Oye eg oe aah: Meteor ore 69.3 Ons 60.2 pecan Orns 
Canadian Broadcasting Corporation. . 143.3 1.4 11532 1.3 28.1 ; 
Central Mortgage and Housing Cor- 

DOLALION yet Maree a cee ede ieee. 23.1 0.2 20.1 0.2 3.0 | 
Dominion Bureau of Statistics........ 22.5 0.2 26.6 0.3 —4,1 
Energy, Mines and Resources......... 136.5 1.4 130.2 1.5 6.3 
HxternaleAtiairs sc. aceck ete ne oe en PA sper Pe) 230.5 2.6 —14.8 | 
EI ANCC Aa Ae cee sce tithe eas 2,148.1 21.8 1,836.0 20.9 312.1 
HIShertesan. cheer eit male he eee 51.7 0.5 41.5 0.5 10.2 
Forestry and Rural Development. ... 81.1 0.8 66.5 0.8 14.6 ; 
Indian Affairs and Northern Develop- 

ENGI Ge ees the st MULE enti nate one ke 231.4 2.3 197.4 2.3 34.0 
INCHIStiy see rte ce eerie amie an oe 84.7 0.9 47.9 0.5 36.8 | 
ATIC Ra rae des etree eT Re We a RR 15.4 0.2 iA 0.1 Oued: 

DR DOUL a Meera 4, sen on Rhye 10.9 0.1 24.9 0.3 —14.0 
Perislation home eee ena sais cee ee 18.3 0.2 17.8 0.2 0.5 
Manpower and Immigration.......... 421.6 4.3 320.4 San 101.2, 
National Health and Welfare......... 1,488.3 15.1 1,315.9 15.0 172.4 
National Research Council including ; 

the Medical Research Council...... WAYS 122 94.7 1.1 27.0 
National Revenue. ....0-.....40.4 0008 LE 5e1 Ve? 105.9 1.2 9.2 
Ost OL CO see te ee ae eas cian isis 301.8 3.1 268.5 3. t 33.3 7 
PuplicsWorkszensse eee eon eee 308.6 Biull 294.4 3.4 14.2 ge 
Seeretary/otstatesm. neces eee on 189.9 1.9 133.8 135 56.1 
Solicitor Generale. 6.0. Seve kee. 153.5 6 144.3 1.6 9.2 
Trade andsCommerces. ..0... ccs). 81.4 0.8 73.5 0.8 7.9 ‘ 
PLEAUSDOLt ey. ee hee cihoe tee 606.9 Gell 568.2 6.5 38.7 

FeASULY, DOSTGuer ay ae eee lene 158.6 Le6 153.4 1.7 §.2 
Unemployment Insurance Commission 107.1 1 106.1 12, 1.0 
Veterans Affairs. noes Ae 400.8 4.1 390.8 4.5 10.0 
All Other Departments............... 71.6 0.7 56.2 0.6 15.4 

8,056.0 81.6 | 7,083.8 80.7 972.2 
Total budgetary expenditure ®.| 9,869.0 100.0 | 8,779.7 100.0 | 1,089.3 


ee not include non-defence expenditure of $9.5 million which is included in ‘‘All Other De 
ments’’. 
+ 


) Does not include $84.7 million in non-defence expenditure. : 
; @S8olicitor General vote 15, Appropriation Act No. 3, 1967 gave authority to credit thereto rev 
arising from services provided thereunder. For purposes of comparison 1966-67 figures have been adj 


DEFENCE EXPENDITURE D 


_ Expenditures of the Department of National Defence and defence expen 
ditures of the Department of Defence Production and the Department of In 
try are again the largest category of government expenditure. The total of $ 
million for 1967-68 was 18 per cent of the aggregate budgetary expendi 
of the government for the year and was $117 million more than the tot 
1966-67 when it was 19 per cent of total expenditure. 
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PRINCIPAL CLASSES OF BUDGETARY EXPENDITURE 
Fiscal Years Ended March 31 


RETENGE Millions of Dollars 
PUBLIC DEBT CHARGES 
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_  ¥ Preliminary 


1. The unshaded areas of the columns in the chart for health, welfare and social security represent pension payments out of old age sacurity fund not charged to budgetary 


2. Does not include those payments made to provincial and municipal governments for specific purposes. 


% 

4 

,, expenditure in the year in which they were paid. 
a 

x 

7 


National Defence 


Expenditures of the Department of National Defence were $1,754 million 
: compared with $1,640 million for 1966-67, an increase of $113 million. 

| Expenditures of $1,528 million for defence services included $1,237 million 
for operation and maintenance, $278 million for construction or acquisition 
of buildings, works, land and major equipment and $13 million for development. 
In 1966-67 expenditures of $1,435 million for defence services included $1,183 
million for operation and maintenance, $235 million for construction or acquisi- 


, 
ql 


¢ 


tion and $17 million for development. 

4 Expenditures for pensions and other benefits totalled $149 million and 
included $131 million in respect of the Canadian forces superannuation account, 
$8 million for the government’s contribution as an employer to the Canada 
ension plan and the Quebec pension plan and $9 million in payments under 
‘arts I-IV of the Defence Services Pension Continuation Act. In 1966-67 
expenditures totalled $135 million of which $115 million was in respect of the 
su i million for the government’s contribution as an 


employer to the Canada pension plan and the Quebec pension plan and $9 
L-IV of the Defence Services Pension Con- 


tinuation Act. me ; 
- The government’s contribution to the Canadian forces superannuation 


account, of an amount equal to 12 times the contributions of the permanent 
services personnel, was $58 million compared with $43 million in 1966-67, An 
amount of $73 million, equal to one fifth of the actuarial deficiency arising out 
of pay increases was also charged to budgetary expenditure in TOROS eee 

~~ Defence research costs of $50 million reflected an increase of $6 million 
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TABLE 9 a 
(in millions of dollars) : 
SL Sh NT, AGN OES een 1 CoG noc ee 
Fiscal year ended e 
March 31 Increase 
Derrencr EXPENDITURE or . 
\ 1967 decrease (—) 
(preliminary) 
‘ 
Department of National Defence— 
Defence services— 
Operation and maintenances.ces eset nee IE PBR! 1 1825 54.9 
Construction or acquisition of buildings, works, land 
aNd Ma} OMequipmMenunpassceeie te eae ee Diino 235.1 42.4 
Developments. asc. ahon fase Cee Le 13.0 Ad —4.5 
Gt Gyre errata nite em Siirsse AIR Reina, a 0.3 0.2 fe LOSE 
1,628.2 1,435.8 92.9 
\ 
Pensions and other benefits— 
Canadian forces superannuation account— 
Government’s contribution. .¢.)...........<.-+. 58.4 42.6 15.8 
Amortization of deferred charges.............. 72.6 72.6 
Government’s contribution as an employer to the 
Canada pension plan and the Quebec pension 
DIAN Che a att cary Pay ec pe Rann Slee ee 8.1 9.9 -1.8 
Payments under Parts I-IV of the Defence Services 
Pension Conbinuation#Acta ashen see ee nes 9.3 9.1 0.2 
Opher. ee Byesslek lareinyaferoroesepe aia ee patcien a eee 0.3 0.3 
148.7 134.5 14.2 
Delonceresearch bewt.cc een Gee ee ee ee 50.4 44.2 6.2 
Mutual aid to NATO countries including contributions / 
towards military costs of NATO....4.....5....., 18.0 18.7 —0.7 
Defence Construction (1951) Limited................... 2.2 DQ 
Administration and general................0..005...... 6.0 Dao 0.5 
WeeoonD 1,640.4 113.1 
Department of Defence Production®— ’ 
Canada Emergency Measures Organization............. 8.0 9.2 —1.2 
Canadian Commercial Corporation..................... 2.0 2.0 
Canadian ‘Arsenals Limited». 3.0... 6.8... . 0s een, 0.4 123 —0.9 
Admitiistration-and' general J;..\cc less fun tein hell. 15.6 14.4 122, 
26.0 24.9 nee * 
Department of Industry @)— 
Technologies! capability, saeco eee 22.9 22.6 0.3 
Payments to assist defence manufacturers with defence 
plant modernization and establishment of production 
capacity and qualified sources...................... 10.6 8.0 2.6 
S855 80.6 ye 
1,813.0 1,695.9 117.1 


eos not include non-defence expenditure of $9.5 million which is included in “All Other Depart- 
ments’’. 


®) Does not include $84.7 million in non-defence expenditure. ‘ 


Mutual aid to NATO countries including contributions towards military 
costs of NATO at $18 million were $1 million less than in 1966-67. 


Defence Production 


Defence expenditures of the Department of Defence Production including 
those for the Canada Emergency Measures Organization, the Canadian Com- 
mercial Corporation and the Canadian Arsenals Limited totalled $26 million 
compared with $25 million in 1966-67. . 

Payments to assist defence contractors with defence plant modernization 
and in connection with the establishment of production capacity and qualified 
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‘sources for production of component parts and materials, which in previous 
“years were included under expenditures of this department, are now included 
in defence expenditures of the Department of Industry. Previous year’s figures 
have been adjusted for purposes of comparison. 


Canada Emergency Measures Organization 


ais Expenditures, of the Canada Emergency Measures Organization at $8 
million were $1 million less than in the previous fiscal year. 


Canadian Commercial Corporation 


Payments to the Department of Defence Production for administrative 
services in respect of this corporation totalled $2 million in 1967-68. There 
_ were no expenditures in the previous year. 


Industry 


| ' Defence expenditures of the Department of Industry totalled $34 million 
_ in 1967-68, an increase of $3 million over the previous year’s total. 
Outlays of $23 million in connection with the government program insti- 
_ tuted in 1959-60 of supporting selected defence development programs in order 
to sustain technological capability in Canadian industry were the same as the 
_ previous year’s total and payments of $11 million to assist defence manufacturers 
with defence plant modernization and establishment of production capacity and 
qualified sources, which in previous years were included under defence expendi- 
tures of the Department of Defence Production, reflected an increase of $3 
million during 1967-68. Previous year’s figures have been amended for purposes 
of comparison. 


Cash outlays for defence 


In addition to these budgetary expenditures for defence, there are other 
cash outlays which must be considered in arriving at the cost of Canada’s defence 
program. 

Under authority of the Department of National Defence vote 48, Appro- 
priation Act No. 2, 1966, as amended, an account which has been named “surplus 
Crown assets” is to be credited with: (a) all revenues received during the current 
and subsequent fiscal years from the sale of surplus materials, supplies and 
equipment; and (b) revenues received during the current and subsequent fiscal 
years from the sale during the current year of surplus buildings, works and land 
not exceeding an aggregate amount of $10 million. Expenditures are subject 
to the approval of Treasury Board for any purposes of the Department of 
National Defence. During 1967-68 proceeds from sales amounted to $9 million 
-and expenditures were $2 million, resulting im a balance in the account of $31 
million. 

The Department of Defence Production also makes cash disbursements 
for the procurement of materials for use in the manufacture of defence equipment 
which are not recorded as budgetary expenditures. For purposes of accounting 
and control, these amounts are charged to the defence production revolving 
fund and are treated as assets on the books of the government until they are 
charged to the Department of National Defence or sold to defence apo 
for use in the manufacture of defence equipment. During 1967-68 ae Rot " 
$35 million exceeded proceeds from sales of $30 million resulting in a balance o 


t $39 million as at March 31, 1968. 
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TABLE 10 © 


(in millions of dollars) f 


Fiscal year ended 


1 < a 
March 31 Increase ~ E 
CasH OuTLAYS ror DrFrEeNncr rrr er me mara om 
1968 1967 decrease (—) 
(preliminary) ace 
ES Ee ee I aes en eed eas, a eee | 
Budgetary expenditures— 
Department of National Defence...................... f doono 1,640.4 ples | 
Department of Defence Production®..................0 26.0 24.9 ileal 
Wepartment of Industry @i t..co0).k bo Le oe ee 33.5 30.6 2.9 
1,818.0 1,695.9 117.1 
Disbursements for— ah 
SETS Crowil, assetersaic én, fo. tk cht ed nad eee —6.8 —15.2 pyaar © 
Defence production revolving fund (net)................ 5.0 11.4 —6.4 — 
—1.8 — 50S) ais 2:0. 
Net cash outlays for defence...................-.-. LS Siti aa 1,692.1 uae 


® Does not include $9.5 million in non-defence expenditure which is included in ‘‘All Other Depa = 


ments”’. 
®) Does not include $84.7 million in non-defence expenditure. 


NON-DEFENCE EXPENDITURE 
Agriculture 


Expenditures of the Department of Agriculture amounted to $277 million, ; 

an increase of $46 million over the total for 1966-67. z 
Outlays for production and marketing were $177 million compared with 
$139 million in 1966-67. The 1967-68 net operating loss of the agricultural 
stabilization board at $140 million was $51 million higher than the 1966-67 © 
operating loss of $89 million, due mainly to payments for stabilization of prices 
in respect of milk and milk products; the 1967-68 net operating loss of the > 
agricultural products board at $1 million was $4 million lower than the 1966-67 
net operating loss of $5 million; and outlays of $8 million in respect of plant and 
plant products were $12 million lower than 1966-67 outlays of $20 million. 

TABLE 11 
(in millions of dollars) 


‘ 


Fiscal year ended 


March 31 Increase 
AGRICULTURE or at 
1968 decrease (—) — 
(preliminary) 1967 : s! 
Tiss. i Sa SS ee ee ee aE ree @ 3 
Production and marketing— ; “ 
Agricultural stabilization board—net operating loss...... 139.7 88.7 51.0 ae 
Animal and animal products, 11.00. 1c ae ke 21.6 19.8 1. Sia 
Agricultural products board—net operating loss......... 1.4 5.7 —4.3 
Mant and plant ‘productsh<¢_.43.0t. vc ehey ee et 8.5 20.3 —11.8° ae 
Contributions to provinces under the Crop Insurance Act 2.6 1.4 132° 
Administration and general............4.4....4.....,.., one 2.9 0.3 “ 
L770 138.8 88.2 > * 
BOROBICDS | ves nards oie Vdc ae 39.7 35.4 43th 
Land rehabilitation, irrigation and water storage projects.... 21.5 25.0 — 300 
afealth of animals... 4g ngiaek Wank tmnt oe wae eo 18.6 16.1 2.5 wae 
Board of grain commissioners........000 0000 97, 7.8 1.9 ay 
Farm Credit Corporation—net operating loss................ 3.8 2.6 1.2 
Canadian Dairy Commission, 2; Siakiane et beh enn 0.3 q@) 0 y 
mdmninistration.and generals. -0.44\.¢ scoke) Mee Oe 6.5 5.0 ; 1 


277. 230. 46. i 
© Less than $50,000, mA 
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Expenditures for research were $40 million com i 5 milli i 
ye arch  : H pared with $35 million 
6-67, for land rehabilitation, irrigation and water storage projects $99 
ion compared with $25 million, for health of animals $19 million compared 
$16 million and for the Board of Grain Commissioners $10 million com- 


pared with $8 million. 


Atomic Energy 

Expenditures by the government in respect of Atomic Hnerg of Canad 

_ Limited and the Atomic Energy Control Board amounted to $69 million ets 
pared with $60 million in 1966-67. 

_ Atomic Energy of Canada Limited received $66 million in respect of its 
_ research program, of which $57 million was for operation and maintenance and 
_ $9 million for construction or acquisition of buildings, works, land and equipment. 
— In 1966-67 the company received $58 million of which $48 million was for 
Re operation and maintenance and $10 million for construction or acquisition. 
ae The Atomic Energy Control Board received $3 million, approximately $1 
_ million more than in the previous fiscal year, mainly for grants for researches 
; and investigations. 

In addition, loans in the amount of $33 million were made to Atomic Energy 
of Canada Limited. 


TABLE 12 
Se 
ay aa (in millions of doilars) 
——s 
Fiscal year ended 
: March 31 Increase 
= Atomic ENERGY ae Te ee or ne 
ecrease (— 
- : (preliminary ) 1967 
WL a ee eee ne 
Atomic Energy of Canada Limited— 
Research program— 
Current operation and maintenance......--..++++++: 56.9 47.7 9.2 
Construction or acquisition of buildings, works, land 
and equipment...........e-ee reer etter ernst 9.6 10.3 —0.7 
/ 66.5 58.0 8.5 
Atomic Energy Control Board— ss } 
Grants for researches and investigations with respect to 
NUALOMNIC ENCTLY.-.-.-2-.----0reecreenceersteersstt ey ae as te 
Pca MIAH RATION dees dens sco oe haces sig ces cle tesco He He ee 
Bay LA “ 69.3 60.2 9.1 


- Canadian Broadcasting Corporation 

Payments of $143 million by the government to the Canadian Broadcasting 
Corporation and charged to budgetary expenditure were $28 million more than 
‘the total of $115 million in 1966-67 due in part to special Centennial and EXPO 
67 activities which totalled $11 million ‘n 1967-68 compared with $5 million 


in 1966-67. pect of the national broad- 


Grants for net operating requirements in res oa 
casting service were $140 million, $27 million more than in the previous fiscal 


year. 
In addition, loans to the corporation 


¥ for capital expenditure amounted to 
$21 million in 1967-68 and repayments 0 


f loans were $3 million. 
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TABLE 13 


(in millions of dollars) 


. f 
DiMatteo ; 


Fiscal year ended 


March 31 Increase 
CANADIAN BroapcastTInG CoRPORATION :0nngne ene or 
1968 1967 decrease (—) 
(preliminary) 


ee SE oe ee 


Grants in respect of the national broadcasting service— 


Net operating requirements.......:.5.5.0506+08cseces. ss 139.5 112.4 Zia 
International broadcasting service............cccccccccecee. 3.8 2.8 1.0 
143.3 115.2 28.1 
ES ESS 
é a 
Central Mortgage and Housing Corporation ae 


Budgetary expenditure of the government in respect of the Central Mortgage 
and Housing Corporation at $23 million was $3 million more than in 1966-67. 

Payments of $10 million to provinces or municipalities for urban renewal _ 
were $2 million more than in 1966-67. . 7 

Loans in the amount of $8 million, originally made to municipalities and 
municipal sewerage corporations, were forgiven by Central Mortgage and 
Housing Corporation pursuant to section 36G of the National Housing Act, 
the same amount as in 1966-67. 

In addition, loans in the amount of $767 million were made to the corpora- 
tion in 1967-68 and repayments by the corporation were $133 million. 


X 


TABLE 14 


(in millions of dollars) 


ee 


Fiscal year ended 


March 31 Increase 
CrntTRAL MortGaGE AND Hovusine Corporation iii. or 
1968 1967 decrease (—) 


(preliminary) a 
7 RENOWN etedineraractne wee eee $$ |——_______ 


Urban renewal 


His) Lieb ne aa wee SOS OIA 5 OC nA aoe aie c 9.7 7.9 1.8 

Loans rorgiven by the corporation... 1i/.es0\).. en nee 7.9 7.9 a 
Losses sustained—federal-provincial Projectskn any. co ee 2.4 2.1 0.3 
Housing research and community planning.................. Sal 2.2 0.9 
23.1 20.1 3.0 


Dominion Bureau of Statistics 


_ _ Expenditures of the Dominion Bureau of Statistics totalled $23 million 

in 1967-68 compared with $27 million in the previous fiscal year. 
Administration and operation expenditures at $23 million were $5 million 

higher than in 1966-67 but this increase was more than offset by the fact that 


there were no expenditures in 1967-68 for the 1966 Quinquennial Census which 
were $9 million in 1966-67 | 


¢ 
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TABLE 15 


Gn millions of dollars) 


Fiscal year ended 


Dominion Buruav or Statistics pera es ayer 
' (oul) 1967 Be Nine 
¥ ie : 
; Administration EUCROD ORE LION elena leteiass spc sso cies arklee oholt bakers 22.5 18.0 4.5 
_ 1966 Quinquennial Census of Canada.....................05. 8.5 —8.5 
1961 Decennial Census of Canada...........2..c0cceeeeceees 0.1 —0.1 
- 22.5 26.6 wANe 


Energy, Mines and Resources 

Expenditures of the Department of Energy, Mines and Resources including 
the Dominion Coal Board and the National Energy Board were $137 million 
compared with $130 million in 1966-67. 


The increase was due mainly to outlays of $20 million in respect of research 
_ and investigations on water resources compared with $15 million in 1966-67 
and $20 million in respect of marine surveys and research compared with $16 
million in the previous fiscal year. 


~ TABLE 16 
(in millions of dollars) 
eee 
Fiscal year ended 
March 31 Increase 
a URCES or 
Enerey, Mings anD Reso fone an Peet gi 
(preliminary) 
Seen eee ee — ete he 
MPD OmINION COA HORTLE ha. eric dec. csc cece ees csseec eters ees 33.6 reg as 
Research and investigations on water reSOUFCeS....--+-++++: 20. 2 a4 es 
| Marine surveys and research............eeeeeeee stern ert es 20.3 on au 
Emergency gold mining assistance.........-. Sue hie totale speieia ts 15.2 ae a 
Field and air surveys, mapping and aeronautical charting... ater a hee 
Geological research.............+++ Bits cite nee peulsenraeis? Ee ee a 
- Mining and metallurgical investigations and research.......- a te . 
Research in astronomy and geophysics......-+-++.-s2st150t : . 
Contributions to provinces to assist in the development of oe is ares 
roads leading to resourceS........+.+++2++:: duane ate : 2 
Subventions pursuant to the Atlantic Provinces Power 
Development Act in respect of electric power generated 5 on wry) 
| FrOMMGASTETH COA srs cc cle co cc ccc ccsewiccecccenmeepecsee s ae le Cha 
BeePolaricontinental shell... .. ans cleass telowenresmercceesenerss a et 08 
| National energy board.........cscseecsececeseceeereceteeee a8 i 
Geographical surveys and research. ......+++ss+srsrrertrtte ne 4°0 1.3 
| Administration and general.........--++seseeerrreretr . 
| 136.5 130.2 6.3 
t 
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_External Affairs 


> : os ale 

Expenditures of the Department of External Affairs amounted to $216 
million for 1967-68, $15 million less than the total for the previous fiscal year. 
Expenditures of the external aid office were $135 million compared with — 
$160 million in 1966-67. The decrease was due mainly to a decrease of $21 
million in outlays under the international food aid program and to the fact that 
there was no expenditure in 1967-68 comparable to the $9 million in 1966-67 — 
for forgiveness of the payment of principal re the purchase of wheat and flour 
by India. ae 
i Assessments for membership in international commissions and organiza-— 
tions were $13 million compared with $12 million in 1966-67, costs for construc- ‘ 
tion, acquisition or improvement of buildings, works, land, equipment and 
furnishings were $6 million compared with $3 million and administration, opera- — 
tion, maintenance and general costs were $42 million compared with $36 million. — 


TABLE 17 ; f ¥ 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
EXTERNAL AFFAIRS or ; 
1968 1967 decrease (—) 
(preliminary) 
External aid office— 

Economic, technical, educational and other assistance— ‘ 
International food aid program...... © SS nee 76.3 CAL Ui —20.7 
International development assistance............... 50.0 - 48.5 1.5 
Contribution to the Indus Basin development fund.. 5.0 3.0 2.0 
Op TOT Send ees sien tanec ce ele A ie ee ae 0.7 ORT 0.6 

Forgiveness of payment of principal re purchase of wheat 5 
and flourby dndia\: s/t sac ido, Me ae ee 9.4 —9.4 

Administration AGiys Sick on Bese ee ee 2.8 Lee, algal 

184.8 159.7 —24.9 
Contributions, grants and payments to international com- 
missions and organizations— 

United nations and its agencies..................:...... 15.3 14.0 1.3 

Miscellaneous grants and payments..................... 3.7 5.3 —1.6 

Other international commissions and organizations...... 0.1 0.1 7 

Commonwealth organizations.......................... @) 0.1 —0.1 

‘ 19.1 TOSS — 0 ae 
Assessments for membership in international commissions ye 
and organizations— Se. 

United nations and its agencies......................... 9.9 9.3 0.6 

Other international commissions and organizations..... 2.7 2.1 0:6) oscar 

Commonwealth organizations.......................... 0.3 0.3 Si 

; 12.9 1107, 2a 
Construction, acquisition or improvement of buildings, ee 
works, land, equipment and furnishings eee eee 6.5 3.1 3.4 
International joint commission..................0000 0.4 0.3 0. ae 
Administration, Operation, maintenance and general,........ 42.0 ° 36.2 5.8, at 
215.7 230.5 —14.8 rie, 


Finance 


__ Expenditures of the Department of Finance were $2,148 million, $312 
million more than the previous year’s total of $1,836 million, due mainly to 


to provinces and a decrease of $25 million in forgiveness of indebtedness in 
respect of the municipal development and loan board. . 
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TABLE 18 


(in millions of dollars) 


Fiscal year ended 
2 Wi March 31 hens 

1968 decre =— 
(preliminary) 1967 Sag 8 

BEE ee Ht ne leary Mire op Aven tie dale sca sity als 1,300.8 1,190.5 110.3 

731.5 515.5 222.0 

41.5 37.6 3.9 

32.1 29.3 2.8 

16.7 41.6 —24.9 

4.0 9.2 0.8 

TSvo 18.3 —2.8 

2,148.1 1,836.0 312.1 


' Public debt charges are again the third largest item of budgetary expenditure, 
exceeded only by those for defence and those for health, welfare and social 
_ security. 
& Public debt charges consist of interest on the public debt, the annual amor- 
_ tization of bond discounts and commissions, the cost of issuing new loans and 
- other costs incurred in servicing the public debt. These charges were $1,301 
million for 1967-68 or 13 per cent of all budgetary expenditure compared with 
- $1,191 million or 14 per cent for 1966-67. 


4 Interest on public debt totalled $1,270 million of which $981 million was 
- in respect of unmatured debt and $289 million in respect of other liabilities. 
In 1966-67 total interest was $1,156 million of which $902 million was for un- 
- matured debt and $254 million for other liabilities. 

The increase of $79 million in interest on unmatured debt reflected higher 
- interest rates and an increase in unmatured debt. The increase in interest on 
- other liabilities was due mainly to increases of $13 million in respect of the 
_ public service superannuation account and $13 million in respect of the Canadian 
- forces superannuation account. 

Other public debt charges at $31 million were $4 million less than in 1966-67. 


fe When considering the magnitude of these public debt charges and the 
burden they place upon the public treasury, it must be borne in mind that a 


- substantial portion of the debt is attributable to, or is invested in, productive 


E . 
- or earning assets. Therefore, in calculating the net burden of the government’s 
u d from loans, investments and other 


- annual interest charges, the income derive . Lo oul 

_ productive assets must be taken into account. This income totalled $612 million 
for 1967-68 as shown in the non-tax revenue section under the heading “return 

i i gross total of $1,270 million 


on investments’’. This amount deducted from the $ 
: mount of $658 million compared 


as a percentage of the net debt 
3.92 per cent in 1967-68 


- for interest as shown in the table leaves a net a 
with a net of $637 million in 1966-67. Measured 
_ the burden of the net annual interest charges was 
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TABLE 19 


(in millions of dollars) ' , ros 
SO :°0°.0@6eee““SSeewSsSY—60—0_<—<006—.00——“$«=»—0$$0909090.000S SSS 


Fiscal year ended 


March 31 : Increase 
INTEREST AND OTHER Pusiic Dest CHARGES or 
1968 1967 decrease (—) 
(preliminary) a 
Interest on public debt— ; 
Unmatured debt including treasury bills— 
Payabletin:-Canadacene.t scons octet merken eee 967.9 885.6 82.3 
payable inwNew York ae eec atch ee nee eee oie 12.6 15.9 —3.3 
980.5 901.5 79.0 
Other liabilities— ; 
Annuity, insurance and pension accounts............ 273.8 246.4 27.4 
Deposit and trust accounts.......... 500.1... cnc 4.6 ~—3.8 OF8 5 
Refundable portion of corporation income tax....... Di 4.4 6.7 oe 
289.6 254.6 84.9 
Total interest on public debt............... 1,270.0 1,156.1 113.9 
Other public debt charges— 
Annual amortization of bond discounts and commissions. 26.3 29.8 —3.5 
Cost ol issding new loans. %.% oc. heen. Gee ae 2.9 2.6 0.3 
Rervicingolpublicede bu ee eee ene ee ee 1.6 2.0 —0.4 
0.8 4d 3.6 
0.8 5 3 


TABLE 20 


(in millions of dollars) , . 
a 


Fiscal year ended % 


Ner Burpen or ANNvaL IntEREST CHarncus ess ear : 
Grin 1967 wi " 
SE So ea age 
Total interest on public debt......-....0scccseeeeseeececes. 1,270.0 1,156.1 113,900 
Less return on investments. ............cecceccceccecccecee. —612.3 —519.4 —93.2 
Nebinterest cost../i c.s0es ase ue ate tie ene ne 657.7 637.0 20:7 ae 


Fiscal, subsidy and other payments to provinces 


Payments to provinces in the amount of $737 million were $222 million 
more than in 1966-67. ; 


However, in addition to the above payments, $1,128 million in provincial 
Income taxes collected by the federal government on behalf of the provinces’ 
has been allocated to the provincial tax collection agreements account under the 
terms of the Federal-Provincial Fiscal Arrangements Act. A more detailed 
explanation of these arrangements is given in the tax revenue section of this Part. 


: 
4 
0 
) 
b 


om 


», 


_ following table: 


é 


- Fiscal Revision Act (youth allowances). 


? amounted to $42 million compared 


m 


Grants to municipalities 


Payments under the Federal-Provincial Fiscal Arrange- 


Tenens: WA Cur, DS ng 9 ee 563.6 

Payments under the Established Programs (Interim Ar- 
REG CURES) PN CUS eee tire ciebeleisre Sicielecicis.s eie'cia'e aieiss ie vis 153.0 
SCA UULORYVASUIISICIOR Liason Gis coe Su vin sess eebecstdlavceecss Silleet 

Payments under the Federal-Provincial Tax-Sharing Ar- 
eRe a INCASE NC UMNaR rat eis aie Stoiwialajceils wile’ 4,60 a0, sie’ div tue olen’ 1.3 
Transfer of certain public utility tax receipts................ 6.7 
Federal-Provincial Fiscal Revision Act (youth allowances) “) 18.8 
737.5 


Os. (preliminary) 


pete 1538 
TABLE 21 
(in millions of dollars) 
~ = 
= ier ue ended 
a 31 E 
Fiscat, SUBSIDY AND OTHER PAYMENTS TO PROVINCES mi By kc 
1968 1967 decrease (—) 


(Gross prior to recovery of an excess abatement under the Federal-Provincial Fiscal Revision Act 


(youth allowances) to the Province of Quebec. 


)Payments made to the Province of Quebec in respect of opting out agreements. _ ; 
(3)Recovered from payments to the Province of Quebec under the Federal-Provincial Fiscal Arrange- 
~ ments Act. 


A summary of payments, by provinces, during 1967-68 is given in the 


TABLE 22 
(in millions of dollars) 


Fiscal year ended March 31, 1968 (preliminary) 


Payments 
e under the 
Fiscan, Supsipy AND |Payments|Payments Federal- Transfer 
OTHER PAYMENTS under under |Statutory| Provincial | of certain 
TO PROVINCES fiscal Interim | subsidies Fiscal public 
arrange- | Arrange- Revision utility 
ments ments Act (youth tax 
Act allow- receipts 
ances) 
Newfoundland........... 66.1 9.7 ee 
INGVOESCOUA: cote cube e+ 77.6 Beat ay 
Prince Edward Island... 13.8 0.7 p. 
New Brunswick......... 63.5 z ei, a 
(OWE Sed che eee ae (2)243.8 153.0 4.0 | (18.8 Cr. ee 
OnpanlOwserelrsecye. cnc. 26 20.6 4.6 ae 
Manito aise. vas. 1-0 -\el- 44.9 2.1 ae 
Saskatchewan........... 24.9 2.1 ae 
Al eruomatnn ewes ce ares ss 8.4 3.0 ae 
British Columbia........ 17 : 
563.6 153.0 Bled 18.8 Cr. 6.7 


Less than $50,000. 
@Gross prior to recovery of the excess t 


(8)Recovered from payments under t 


Payments to municipalities and 


Payments 
under 
Federal- 
Provincial 
Tax- 
Sharing 
Arrange- 
ments 
Act 


1.3 


he Federal-Provincial Fiscal Arrangements Act. 


Total 


737.5 


ax abatement of $18.8 million under the Federal-Provincial 


provinces in lieu of taxes on federal property 
with $38 million in 1966-67. 
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Forgiveness of indebtedness, the municipal development and loan board a 


Under the Municipal Development and Loan Act, advances are made to 
the municipal development and loan board to provide financial assistance by 
way of loans to municipalities to augment or accelerate capital works programs. 
The act also provides that the board shall, under certain conditions, forgive 
payment by the municipality of 25 per cent of the principal amount of the loa abe 
During 1967-68 payments forgiven amounted to $17 million compared with $42 


million in the previous year. 


Ly 3 


Fisheries | ada a 
Expenditures of the Department of Fisheries totalled $52 million, an 
increase of $10 million over the 1966-67 total, due to increases of $7 million in 


respect of fisheries management and development and $3 million in respect 
of the fisheries research board. : te 


TABLE 23 : a 
(in millions of dollars) 


Fiscal year ended Bh 
March 31 Increase - 
or te 
at 1968 1967 decrease (—) 
preliminary : Bi. 


FISHERIES 


a ee ee 


Fisheries management and development— 


Conservation and protection services................... 9.4 9.0 0.4 — 
Grants, contributions and subsidies..................... 8.5 3.7. 4.8 
Resource development service................cceeeee5. 6.3 5.3 1.0 
Industrial development service................000..... Bie 3.5 0.1 
Taspection serviced! 2 sean secs as Senee erlgn eee ee 3.1 2.7 0.4 
Canadian share of the expenses of international commis- “ote 
SIONS 5. Ayo.-w tvs says nis Galea onic ae eh Rane en a ne 1.3 1.2 0.10 
QOHOR tro iiws nin gs antes | Wes oo tote aa ee 2.8 oe 0.1 
35.0 28.1 6.9 
Fisheries Research Board of Canada..........0..-.-......, ~ 14.6 11.5 3.1 
Administration and genéral..... 00.0.0 0.0.0iccceecsses0.... gel 1.9 0.2 ‘ 
51.7 41.5 10am 
Forestry and Rural Development | Age , 


Expenditures of the Department. of Forestry and Rural Development 
totalled $81 million compared with $67 million in the previous fiscal year. (am 


The Increase was due mainly to payments of $27 million to provinces in 
respect of projects and programs under the Agricultural and Rural Development — 
Act which were $9 million more than comparable payments of $18 million in 
1966-67 in respect of the Agricultural Rehabilitation and Development Act 
and $6 million in respect of progress payments for rural economic development 
for which there were no comparable expenditures in 1966-67. | 

Outlays for freight assist 
amounted to $21 million, the 


ance and grain storage costs on western feed grains 
same as in the previous fiscal year. \ ie 
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TABLE 24 
(in millions of dollars) 


Fiscal year ended 


March 31 Increase ~ 
1968 | agg7__| decrease (-) 
(preliminary) 
development — 
ayments i in Reco ct of projects and programs under the 
gars _ Agricultural and Rural Development Act........... 27.0 1749 9.1 
He _ Bund for rural economic development—project payments 6.1 6.1 
eee ep ttcral Rehabilitation and Development Act and 
the Maritime Marshland Rehabilitation Act.. 3.6 2.1 105 
; 36.7 20.0 16.7 

_-Forestry— 

4 = Regional research and opto ae eee ee 10.7 8.7 2.0 
ae Research Ol VE Cs Ieee eer 7.3 4.7 2.6 
ue Contributions HORURERDLOVINCES ois osc. ctw reeset eeciees ili 8.7 —7.6 
PS : Administration gee 1.9 1.3 0.6 
ig 21.0 23.4 —2.4 

% Ghindita Ue cstOek feed board— 
ba Frei a assistance and grain storage costs on western. 

EC ANCT AIG Te Nee ishcld)e ie wired oid bins bie olen wine oe oe siayele 21.4 21.0 0.4 

& ‘Administration PAN GFODELA LION ae tate oy «2-5 0s o> dee = 2 ese 0.2 0.2 

21.6 21.0 0.6 
Ia mniatration PATIEDCNCLAL GS vic veie es wie tinr a[cvoies vetinie ccs Sears 128 pel —0.3 

a 81.1 66.5 14.6 

a Indian Affairs and Northern Development 

% _ Expenditures of the Department of Indian Affairs ‘and Northern Develop- 
ment amounted to $231 million compared with $197 million in 1966-67. 


¥ 


Tk Outlays in respect of Indian affairs were $123 million compared with $103 
million in 1966-67. There were increases of $11 million in outlays for develop- 
ment and maintenance of Indian communities and $7 million in education 


1 costs. 


Outlays in respect of the northern pr 


7 million in 1966-67. There were increases 0 
Peso ht, #3 million in payments to governments of the Yukon Territory 


and the Northwest Territories and $3 million in respect of northern. mineral 
assistance grants for which there was no comparative expenditure in 1966— 67. 

Conservation expenditures totalled $37 million compared with $36 meri 
in 1966-67. Administration, operation and maintenance costs were $3 mulhon 


"compared with $2 million in 1966-67. 


ogram were $70 million compared with 
f $4 million in outlays for regional 
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TABLE 25 


(in millions of dollars) ome 
Sg a7 Meme Mem STENT HG a ; 


Fiscal year ended 


March 31 | Increase 
InpIAN AFFAIRS AND NortTHERN DEVELOPMENT 3 or 
Grae 1967 aerene Gia x 
a et _ i ¥ 


Indian affairs— 


RidubabiGnsny lle Bae atte. Laas gamer he oe ees pdoouoK 58.9 52.3 6.6 
Development and maintenance of Indian communities... 57.0 45.2 11.8 
Administration and general................eeeceeeec.., 6.6 5.6 1.0 
122.6 103.1 19.4 
Northern program— 
Regional development.cfvc i tscccrf: se eee te 25.8 22.2 3.6 
PACUGALION ene Ar Nts Ooh ace RR eS Hae ee Bang 1253 TES 0.8 
Payments to the Governments of the Yukon Territory f 
and the Northwest Territories....................... 9.4 6.3 3.1 
Northern mineral assistance Grants.) .ge.8 on ace ae 2.8 2.8 
Administration and general............................ 19.3 16.8 2.57% 
69.6 66.8 12.8 
Conservation— z 
ational parks and historic sites....................... 29.0 30.6 —1.6 
Canadian wildlife service...........000000..0 cece, 3.8 2.9 0.9 
Administration and general.....................00000, 3.9 Oeil i bee | 
86.7 85.6 Tut 
Administration and general.............0..ecccecececee. cn. 2.6 1.9 0.7— 


bo 
Ww 
— 
i“ 
_ 
oO 
J 
is 
iw) 
> 
o 


Industry 


Non-defence expenditures of the Department of Industry were $85 million : 
compared with $48 million in 1966-67. : 


The increase was due mainly to expenditures of $26 million to provide 
incentives for the development of industrial employment opportunities in — 
designated areas in Canada compared with $1 million in 1966-67. 


TABLE 26 


{in millions of dollars) 


Fiscal year ended > 
March 31 Increase 
Inpustry ee or) 
1967 decrease (—) 


1968 
(preliminary) 
RD meer sre ree ee ee ee ah ed LN gat ire | sey Pen 


Capital subsidies for the construction of commercial and 
fishing vessels 
Incentives for the development of industrial employment 
Opportunities in designated areas in Canadas) ri oes ii 26.4 1.2 25.2 
To advance the technological capability of Canadian manu- | ; 
facturing industry by supporting selected civil (non- 
defence) development projects 


; 1 : LOL.U-DUOJCCUS Hi nite atatiy ae ene eae 6.4 4.6 1.8 
General incentives to industry for the expansion of scientific F 
research and development in Canada, 227 coe as eee 2.1 2.1 ¢ 
Administration and Beneral pa: bien ctl, sa ba ee aN 10.5 6.3 4.2 ee 
84.7 47.9 36.8 


© Additional expenditures of $33.5 million are included under ‘‘defence expenditure’’. 
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___ Capital subsidies for the construction of commercial and fishing vessels 
which in previous years were included in expenditures of the Canadian Maritime 
Commission under the Department of Transport, are now included under ex- 
penditures of the Department of Industry. Previous year’s figures have been 
adjusted for purposes of comparison. Expenditures amounted to $39 million 
compared with $36 million in the previous fiscal year. 


Justice 

- Expenditures of the Department of Justice were $15 million c d wi 

$12 million in 1966-67. eee 
Judges salaries, allowances and pensions totalled $12 million compared 


7 with $9 million in 1966-67 and administration and general costs were $4 million 
- compared with $3 million. 


; e TABLE 27 
3 (in millions of dollars) 
| Fiscal year ended 
March 31 Increase 
JUSTICE Satan nnEnnRR EERE or 
S 1968 decrease (— 
| (preliminary) 1967 Si 
Judges salaries, allowances and pensions..............-.00-> 11.8 9.4 2.4 
PPACIMINISCrAbION ANG PENCLAl .. scecccccssvccecccssecseceecses 3.6 2.8 0.8 
15.4 12.2 3.2 


Labour 


Expenditures of the Department of Labour totalled $11 million, $14 million 
less than in the previous fiscal year. The decrease was due mainly to outlays in 
respect of the winter house building incentive program which amounted to $50 
thousand compared with $15 million in 1966-67. 


TABLE 28 


(in millions of dollars) 
ee nal 


Fiscal year ended 

ve Increase 
or 
Pairk 1967 decrease (—) 


LABOUR 


oe i ee eee 


Labour standards and benefits...........sesseeeeeeceeeeeree 5.5 4 2 : 
Research and development...........+seeeeeeeeeeererereees 2.2 ae eee 
Winter house building incentive prograM.......+++++-e+++++5 bt Be a 
MTS OULTCIALIONS asec ccincls cles sec e's ev esisienccesecsccecers i ae . 
Administration and general...........-eeeeeeercerre eerste : : 
10.9 24.9 —14.0 
EUMEPTI  Oe) 


Legislation 
Costs of Legislation were $18 million in 1967-68, 
~ 1966-67. 


$1 million more than in 


ed on muh Pie a 
uRe eS 
\S 
158 dries re 
TABLE 29 2 
(in millions of dollars) / 4 


: ; ; af. 
a renee Per TER Maa elt es 


Fiscal year ended 


March 31 Ly Increase 
LEGISLATION = Ore 

aN 8 1967 decrease (—) © 

(preliminary) 5 i 

House of Conimons loin wath ae tie aces aoe ee 14.3 13.9 0.4 om 

pe NSenatowre: waar Sele cot VW Aer fare ta aenee eaten Ur eatnnt 7 Can ce 3.4 360 25 ae 0.1 { 
lebranvdOtsharliatnent ude ste nee nye aoeerte ae eee te 0.6 0.6 Ps: 
18.3 17:8 S|o8 ANo yee 

— . 


Manpower and Immigration ¥i 


Expenditures of the Department of Manpower and Immigration were $422 
million compared with $321 million in 1966-67. ee 
Expenditures in respect of development and utilization of manpower 
totalled $389 million compared with $295 million in the previous fiscal year. 
These expenditures included payments of $86 million to provinces under the 
Technical and Vocational Training Assistance Act compared with $85 million. 
in the previous fiscal year, payments of $119 million for capital assistance in 
the provision of training facilities and for assistance in manpower training 
research compared with $136 million, payments of $106 million to and in respect | 
of persons who are being afforded occupational training under the adult oc- | 
cupational training program, for which there was no comparable expenditures — 
in 1966-67, payments of $31 million to provinces and in respect of Indian bands 
under the municipal winter works incentive program, $8 million less than in | 
1966-67, and outlays of $32 million for employment services compared with 
$33 million in the previous fiscal year. ads 
Outlays of $21 million in respect of immigration were $1 million more than 
in 1966-67 and outlays in respect of program development totalled $7 million 
compared with $1 million in the previous fiscal year. ; 


x 5% 


\ 


TABLE 30 
(in millions of dollars) a 
CN oe 
Fiscal year ended "ag 
March 31 Increase 


MANPOWER AND IMMIGRATION ros ) 
1968 decrease (—) _ 

(preliminary) 1967 1 | a 

SET TRO Ee _ | 


Development and utilization of manpower— 
Capital assistance in the provision of training facilities 


and for assistance in manpower training research.... 119.3 136.2 =1639 
Adult occupational training program.................... 106.2 106.2 
Payments to provinces under the Technical and Voca- : 
tional Training Assistance Act...................... 85.6 85.2 0.4 
Municipal winter works incentive PLOLTADI ee Reee eRe 30.5 37.8 alin 
Employment services..,...4.:000053) ee, ee S253 32.8 —0.5 
OME os Folacenint optus kities ; (ouRh ne eae en  a pel 2.9 12.2 — 
CaS $39.0 294.9 94.1% 
TMU BTATOD ps icv arihvens ss tk wo twed gon eee ee 21.6 20.5 Toe 
Frognam development. 3.3... cis oy oe 6.6 1.4 5.2 
Immigration appeal board....:..2...4,4,.. ach a 0.3 0.3 — 
Administration and general... 0...) s.sslocs cee 4.1 3.6 0.5 
421.6 320.4 101.2 
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ti mal Health and Welfare 
_ Expenditures of the Department of National aes and Welfare at $1, 488 


respect of pres insurance and resources. 


Outlays for welfare services amounted to $877 million compared with $812 
million in 1966-67; outlays for health insurance and resources were $549 million 
ompared with $447 million; and outlays for medical services were $43 million 


+. ag 


eared with $39 million in the previous fiscal year. 


ie TABLE 31 
Rs Aes 
‘ (in millions of dollars) 
babe ¢ Hise see ended 
4 Lare 3 wee 
NATIONAL HeEattH AND WELFARE Ee Center be earns 
1968 - ecrea, = 
¥ (preliminary) 1967 decrenee oy) 
We fare ¢ services— 
Dee Hamily Allowances. .........----- eee esse eereeeeeees 558.8 | 555.8 3.0 
Canada assistance plan—payments to provinces......... 225.6 10.5 215.1 
= WiniemaployMentiAssIStANCG... 426s el ees sccctectecees 6.1 | 143.3 == tie 
a Wada allorances | a OB eae aoe enner 49.4 47.4 Del 
se MMisaislecipersons aAlLOWANCESs....c.0..02--0.0rceerecesee fons 15.0 —7.9 
Pe OCD C ASSISTANCE Lo gol s isveaiel pala icc ane seed odin ge ee 8.9 19.7 —10.8 
4 FMC CS IMO MATMALCITISDOLUL ic. as csedes wg eca esse ccc es ces 3.6 4.7 —1.1 
MMRIATNUMASSISUATI COME) <elgy ys cies ccce re scc cece ee secewene 4,2 Bias 0.5 
oy Bling persons allowances: ...5 02... ees ee eee eee e eee eee Pape 3.4 —1.1 
DNisTOMeWVe PATCUOTANLS peau teh este asics os a nsin eve aye aiels 1.9 8 0.6 
WREP. so dokbotto ane SAISe ABO Coens Or DEE aon 8.6 7.0 1.6 
A 876.5 &§11.8 64.7 
_ Health i insurance and resources— 
. ‘Government’s contributions under the Hospital Insur- 
‘ ance and Diagnostic Services Act........-...--+-5+- 468.6 397 .4 (Ae 
b, Grants to provinces— 
. (General hatin. 2s Be eee SR eae rT a oer 29.6 28.6 1.0 
aie Hospital construction............-eeeeeee renee cress 16.4 16.5 —0.1 
. Health resources fund.............0cseceeeee erent eccees 32.7 4.7 28.0 
é OUDRP acdassts..o0Gdkpb op A CUBR OT EEE eo eon OntiEn ae geno 1.3 0.2 it 
: 548.6 ALY A 101.2 
Medical services EIT es Milas stn gelelave esse se eae 42.5 38.5 4.0 
BETenltiserVACeSii si ier ic eiieine sie vitien ee eee erect eu cee: 8.6 8.4 0.2 
Blood and rug ServViceSia.cs.. cece ces c seer e eset tse eeees 8.2 6.8 1.4 
& Administration MiG ei 02) 8 Aah a ee Ae OL 3.9 3.0 0.9 
1,488.3 1,315.9 172.4 


Family allowances 

Family allowances are payable 1 in res 
of. age, resident in Canada, with minor exceptions such as in the case of children 
_ of immigrants who must reside in Canada one year before an allowance is pay- 
3 The monthly allowance is $6 if the child is under 10 years of age and $8 in 


pect of all children under sixteen years 


r 


the age group 10 to 15. Children of immigrants receive family assistance at the 
ar of residence in Canada. 

accounted for 6 per cent of all budg- 
‘Jlion and 7 per cent in 1966-67. 


same rates during their first ye 
In 1967-68 payments of $559 million 
ey etary ‘expenditure compared with $556 mi 


7 2 
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TABLE 32 ae 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Faminy ALLOWANCES PAYMENTS ———————— or 
1968 1967 decrease (—) 
(preliminary) 

Newfoundland 17.0 17.0 
Nova Scotia 21.4 PA tata) —0.1— 
Prince Edward Island oe See 
New Brunswick 18.6 18.7 —0.1 
Quebec 164.7 165.1 —0.4 
Ontario 187.6 185.3 25S 
Manitoba 25.4 25.6 —0.2 
Saskatchewan 26.7 26.9 —0.2 
Alberta 43.0 42.6 0.4 
British Columbia 49.8 48.5 Led 
Northwest and Yukon Territories 1.4 1.4 

558.8 555.8 3.0 


Youth allowances 


Under provision of the Youth Allowances Act allowances of $10 per month 
are payable in respect of persons resident in Canada who have attained the age 
of 16 years and have not attained the age of 18 years who are in full time 
attendance at a school or university or are by reason of mental or physical 
infirmity precluded from attending school or university. In 1967-68 payments 
totalled $49 million, $2 million more than in 1966-67. 

No payments were made under this act in respect of persons resident in the 
Province of Quebec. However, under authority of the Federal-Provincial Fiscal 
Revision Act, 1964 abatements in federal income taxes otherwise payable by 
individuals resident in the Province of Quebec were allowed in compensation 
of the fact that the payment of youth allowances had been assumed by the 
province and to allow for the imposition of the required provincial income 
taxes. 


TABLE 33 


(in millions of dollars) 


NNee—oOowoa0au0a0awaeeeeeeeeeeeeeeeee ee } 


Fiscal year ended ; 
March 31 Increase 
or 


YoutsH ALLowaNcres PAYMENTS 


8 
(preliminary) 
a ee ee oe 


Newfoundland 
Nova Satis. rans aa acide tea ton aencetel. 4 Ae ela aie ee 
Prince Edward Island 
New Brunswick 
Ontario 


C029 818) On (80/0 a wie Ree eyolOle le 4.09. 6,0 aiele a aia lena a eilete eiatetate 


She 's\eF6\ 8 18,9 /e) 0a State S Cela ies )0.4e law ¢ alee ie s)eh6 ie ielaiete 


£212 S19 SiR ain) Oe O\e 6 0Xer 6.8) m) © 0 \0iu,e whe aes ele.al sts. aieiellevere 6 


WNONrF 


Ore en oo 00 Ww STAT 
bo 
WNOoNr 


bo 


SAYS Se & 8 8NO Ne 8) Biel Rie ea e180) e.e/ slave aie 610te oie ie slelela ieyels ntlalereteteeteie tate 


Pats PhS MACLOTSIRC OL € 1G (91101610) \0' 00166) oes e'e'8 0) el Ole, 86 ole ela piel eraieveleiarere tie 


$3°) *S9iA/8) SWC TW) Ol e¥) 8b ie) ae lelee, 610: si¥ 0) $= reel eee bisheielarthaleretn tote 


BUD OrbAs iow. Ss Reka atake Jeet ea ene ee ee ne 
British Columbia 


SiMe TS CSSA ee oa W]e AL Spe 6) 4 ane e108 eine re leneiel ©) 66 /aiehal’ (ete anale 


I CO SC One. NOMI We Bt We Pe iC 


Pl NRoOoRwWRwW RU 


Ne} SO Oorw oo 
= SD Oo Go 


> 
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Canada assistance plan 


ae The Canada assistance plan was enacted in 1966 authorizing the making of 
contributions to provinces by Canada towards the cost of programs for the 
provision of assistance and welfare services to and in respect of persons in need 
The act authorizes the federal government to enter into agreements with 
the provinces for sharing the costs of assistance and welfare services provided 
by provinces, territories and municipalities to persons in need, including care 
of such persons in welfare institutions, health care services, care of children in 
foster homes and costs of extending and improving welfare services. 
Payments to provinces under the Canada assistance plan amounted to 
$226 million compared with $11 million in the previous fiscal year. The sub- 
stantial increase of $215 million was partially offset by decreases in payments in 
respect of unemployment assistance ($137 million), old age assistance ($11 
million), disabled persons allowances ($8 million) and blind persons allowances 


($1 million). 


TABLE 34 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
CaNADA ASSISTANCE PLAN eee or 
: decrease (—) 
3 (preliminary) 1967 
4 
7 4 
: Niemiquadlandle co ccoeneo sheen soe Cee oe aaa 17.9 17.9 
— Pioseti Slooth@io wade cates oBRC OES Ce IO oe eae 10.3 0.5 9.8 
 TPshaee TSihwaend IEG Seo) Gene nC een e eae eee eerera lak 107 
 Niege JBI RGGI, so. hStva We tae teen eee 7.2 Use 
OnE y. 2. ae 6 dhe os SiO d Gee WO ne Cee 100.3 6.9 93.4 
IR OSYE Boa) aii neh Nm oe ae ee 15.6 15.6 
(Syaysil eat) NOIAEND sp. 6/5105 5. a Oe PAE OIL ICL nee ee 13.4 3.1 10.3 
ANN SETEIB,. ~sers ooihde SRoCS RE BID OO AOE ODE OEE eae eae 26.5 26.5 
IBaiinain (Ca hiuial Ohya othe Sol A Dee Sn SE Oe ee ee Senne S20 B20 
225.6 10.5 215.1 


a SR ee 


Old age assistance, blind persons allowances, disabled persons allowances and 
unemployment assistance 
Under the Old Age Assistance Act, the federal government reimburses the 
provinces by paying 50 per cent of the lesser of $75 monthly or the amount of 
assistance given by the provinces in the form of monthly pensions to eligible 
persons in need who have attained the age of 65 years. (Under the Old Age 
Security Act, as amended, all persons who satisfy the residence requirements of 
the act may receive a pension of $76.50 ($75 up to January 1, 1968) per month 
from the federal government out of the old age security fund provided that no 
pension is paid in any month before January 1966 in which the person had not 
attained 70 years of age, the age limit being reduced by one in each subsequent 
year until 1970. An amendment to the Old Age Security Act authorized, effective 
January 1, 1967, the payment of a monthly guaranteed income supplements #0 
eligible pensioners. The amount of the supplement that may be paid ay Bae 
sioner for a month is (a) in the year 1967, $30, and (b) in any year & ca that 
40 per cent of the amount of the pension that may be paid to him es am 
month, dependent upon the amount of his income for the preceding year.) 


96069—11 


. 
| 
) 
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Similarly, the federal government reimburses the provinces under the 
Blind Persons Act for allowances of not more than $75 per month to blind 
persons in need 18 years of age or over by paying 75 per cent of the total pay- 
ments, and under the Disabled Persons Act by paying 50 per cent of not more 
than $75 per month for allowances to disabled persons in need 18 years of age 
or over. 

In 1967-68 payments for old age assistance amounted to $9 million, for 
disabled persons allowances $7 million and for blind persons allowances $2. 
million. In 1966-67 payments were $20 million for old age assistance, $15 
million for disabled persons allowances and $3 million for blind persons allow- — 
ances. The Province of Quebec has opted out of these programs under federal-_ 
provincial agreement. } 

Under the Unemployment Assistance Act, the Minister may, with the 
approval of the Governor in Council, enter into an agreement with any province 
for the payment by Canada to the province of contributions not exceeding 50° 
per cent of unemployment assistance costs in the province. Contributions in 
1967-68 were $6 million compared with $143 million in 1966-67. Under federal- 
provincial agreement the Province of Quebec has opted out of a portion of this 
program. 

The decreases noted above were due mainly to the fact that certain con- 
tributions to the provinces which in prior years were made under the Old Age 
Assistance Act, the Blind Persons Act, the Disabled Persons Act and the 
Unemployment Assistance Act are now being made under the Canada Assistance 
Plan. The decrease in old age assistance payments was also due to the lowering 
of the age limit for old age security benefits. 


The following table presents a distribution of these payments to province 
for 1967-68: 


TABLE 35 


(in millions of dollars) 


FrEpERAL SHARE oF Otp AGE ASSISTANCE, Fiscal year ended March 31, 1968 (preliminary) 

DisaBLED PrRsoNsS ALLOWANCES, BLIND oo 

PERSONS ALLOWANCES AND UNEMPLOYMENT Old Disabled Blind Unemploy- 
ASSISTANCE age persons persons ment 


assistance | allowances | allowances | assistance _ 


Newfoundland 


hora watald toes ne eeaaL gee anst ceak cle eel pee Re eae aU oe 1.0 0.5 (es) 
WOra Scatia. a0 ei a pt Popa ede eT ete Race aaa Lot 1.6 0. () 
Prince Bdivard islandi 2. a0, oh ais een ee eee 0.2 0.2 qa) 0.7 
New Brunswick. Yui sdi ac. ee ee ee isi 1.0 0.4 0.1 
pe Ny ORE GUAR MAME A IS ia cath OAC 0.3 Cre 
PVBEEET Oy tn ns ihig Mele ci ok ne ie ren eee Ca 1.4 i ORs vad ERP 
BEARIBO DA Ni. oben neha areca at a) Deel Pe Am 1.0 Oud, 0.2 0.3 
Saskatchewan cc, wocte ly, pace bs 8 AM eh teem 0.3 Ost OnE é 
alberta. wet, x seh NY scaly loymeec@have eis ere abole oak RE 1.3 0.8 0.3 1.6 
British: Columbia. by 20), 9s el te ete ae on ae 15 iba 0.3 1.8 
Northwest and Yukon Territories................... Oat @) Q) 0.2 
Lie Wise Ora 
8.9 Yeni 23 (ed West 


© Less than $50,000, 


SE contributions under the Hospital Insurance and Diagnostic Services 
ct % 


Under federal-provincial agreement, the Province of Quebec has opted out of 
this program. 
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TABLE 36 
(in millions of dollars) 
Bi ie Fiscal year ended 
NT’s CONTRIBUTIONS UNDER THe Hospiran March 31 Increase 
| 1968 dacieas 
e — 
(preliminary) 1967 An aes 
15.5 13.1 2.4 
24.0 20.5 3.5 
3.4 aie 0.7 
19.5 16.7 2.8 
4.0 —4.0 
SR ccd Ra Sts ace gaia ole ie’ s alele oldie dle oles o'r 234.8 194.7 40.1 
30.6 26.4 4,2 
2 On OO SS COR hd CORA Cn eae ee eee 32.0 28.4 3.9 
sod bd Mwan dc GOS Sn SRA OSD Ea ears 49.8 42.0 7.8 
MU Penn Chaba ccic: v/s. oasis, 2-4 coaelle € ac 57.4 47.8 9.6 
Teme ares Relate ts nté/eia velo ove tectun's es: test | 0.2 
468.6 397.4 | 71.2 


CoS to’ provinces for general health services totalled $30 million and for 
ital construction $16 million compared with $29 million and $17 million 
ectively in 1966-67. Under federal-provincial agreement the Province of 
ebec has opted out of a portion of this program. 


TABLE 37 


(in millions of dollars) 


Fiscal year ended March 31, 1968 
= (preliminary) 


Y Generat HeattH GRANTS AND Hosprra ; 
: CONSTRUCTION GRANTS General Hospital 


health construction Total 

grants grants 
ene 1.1 0.5 1.6 
TEES ED 16 0.7 2.3 
a i CAO s GAS Es ae 0.4 @ 0.4 
Oe ee 1.3 0.3 1.6 
eae a EN Rs veces 6 2.4 3.9 
SS CS Ee Sen Sm 12.9 6.9 19.8 
ibe eeeeeeseseserenenrnteisirtasasiststs 2.9 6.9 9.8 
Oba oes sec ce tetseceeeees teeters srt 2.3 oF 29 
NG oN eter 1.9 1.0 
ee nerbia’ ea ae ain ae 4 Ly aa 
VAICOMELENTILOLICS ck cle cv c's cc ascsiewearees 0.2 (@) 0.2 


N 
co 
a 
rae 
for} 
cS 
> 
a 
Oo 


he establishment of a health 


. t provides for t 
Health Resources Fund Act p construction and renovation 


: fund to assist provinces in Hee al ai: 
th training facilities and research institutions. E 
a eetired amounted to $33 million during 1967-88 compared with $5 


n ly previous fiscal year. 
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National Research Council, including the Medical Research Council 


Expenditures of the National Research Council, including the Medical 
Research Council, were $122 million compared with $95 million in the previous 
fiscal year. 

Outlays for scholarships and grants in aid of research at $66 million were 
$20 million higher than in 1966-67 and costs of administration, operation and 
maintenance at $41 million were $4 million higher. 


TABLE 38 


Se a ee me 


(in millions of dollars) 


wes 


: 


Fiscal year ended 


March 31 Increase } 
NatIonaL ResearcH Councim, INcLUDING ——_— or 
Tue Mepica, RESEARCH COUNCIL 1968 1967 decrease {—) 
(preliminary) Poca 
Scholarships and grants in aid of research............-.-eee- 66.0 46.5 19.5 
Construction or acquisition of buildings, works, land and 
EQUIPMENT ARs ran nc tere Feet noe Cale te ona eee 9.3 Ue 2.2 
Assistance towards research in industry..............eeee0e- 5.0 4.2 0.8 
Administration, operation and maintenance................- 41.4 36.9 ; 4.5 
121.7 94.7 gg a 0 | 
National Revenue 
Expenditures of the Department of National Revenue totalled $115 million 
compared with $106 million in 1966-67. J 
Outlays of $57 million in respect of customs and excise were $3 million 
higher and included $35 million for the operation and maintenance of ports 
($35 million in 1966-67), $13 million in connection with excise tax, excise duty, 


for general administration ($8 million in 1966-67). 

Outlays of $58 million in respect of taxation were $6 million higher than in 
1966-67 due mainly to outlays for district offices which totalled $52 million 
compared with $46 million in 1966-67. 


TABLE 39 


(in millions of dollars) 


investigations and drawbacks ($11 million in the previous year) and $9 


Fiscal year ended 


Nationa REvENvE March 31 Ueda 
ete 1967 decrease (—) 
be OT ER TR ees 
Customs and excise... 25. Saas teh ae onc ee eee oe 56.7 53.8 54 
Pex AUION 03: 6 wenceh i nine He, Me ee 58.1 51.8 6.3 
Income tax appeal board +. i... 2. 00:24. .2o ee 0.3 0.3 
SLAP IRiiees 105.9 
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Post Office 


Costs of the Post Office Department charged i 

sts peal ged to budgetary expendit t 
02 million were $33 million more than in 1966-67 due cei to ores ee 
growth and to salary increases. 

Costs of operations at $206 million were $24 million more than in the 
previous fiscal year and costs of movement of mail at $87 million were $8 
million more. 


3 TABLE 40 
(in millions of dollars) 
i Fiscal year ended 
‘ March 31 Increase 
4 Post OFFicz SS SSS or 
1968 1967 decrease (—) 


(preliminary) 


, 


Charged to budgetary expenditure— 
Operations—salaries and other expenses of staff post 
offices, district offices and railway mail services; 


| and supplies and equipment and other items for 
| BOVE MUCRDOSOLOLLCES Map tey i sls soiclsisle es ie s\se bes 08S os 205.6 181.8 23.8 
Transportation—movement of mail by land, air and 
water 87.1 78.9 8.2 
Financial services 4.6 4.1 0.5 
Administration and general 4.5 Bua 0.8 
801.8 268.6 83.8 
Charged to revenue— 
Operations—salaries of postmasters and staffs at revenue 
and semi-staff offices, commissions paid at sub- 
offices and other disbursements.............2++--5: 45.5 42.1 3.4 
4 
, 347.3 310.6 36.7 


‘Public Works 


Expenditures of the Department of Public Works totalled $309 million, 
$14 million more than in 1966-67. 


Accommodation services } 
Expenditures for these services were $134 million, $25 million higher than 


the 1966-67 total. ; i A eee 
: Costs of maintenance and operation of public buildings and grounds were 


$85 million compared with $76 million in 1966-67, costs of eee 
acquisition of buildings, etc. were $48 million compared with $32 ee an 
costs of acquisition of equipment and furnishings other than office furnishings 
were $1 million compared with $1 million in 1966-67. 


Roads, bridges and other engineering services ia 

Expenditures for these services totalled $84 million, $12 million ee unas 
in 1966-67. Contributions of $65 million to provinces 1 respect of the Trans 
Canada highway were $16 million less than in 1966-67. 


| 
; 


: 
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Harbours and rivers engineering services . . 


Expenditures for these services totalled $44 million, $6 million higher tha. 
in 1966-67 due mainly to an increase of $6 million in outlays for construction | 
acquisition, etc. of harbour and river works which amounted to $35 million 


1967-68. ok ee 

National Capital Commission pa me : 
Expenditures of the National Capital Commission were $23 million com- 

pared with $33 million in the previous fiscal year. =e 


ES rah oy 

Payments into the national capital fund were $15 million, $10 million less’ 
than in 1966-67. Outlays for the operation and maintenance of parks, parkways, 
etc. at $5 million and interest charges of $3 million were slightly higher than 
in the previous year. ; oa 


TABLE 41 Piensa 
(in millions of dollars) 
he 
Fiscal year ended emer. 
March 31 Increase 
Pusric WorxKS ioe 4 or ( a 
ecrease (— 
(preliminary) 1967 2 é 
Accommodation services— 
Maintenance and operation of public buildings and 
grounds— 
Nationalscapitalinerioni.. see ae Sheil 28.4 6.7 
Other than national capital region.................. 49.6 41.8 7.8 
Office furniture and furnishings...........0.+..0sc5.. 5.3 —5.3 
Acquisition of equipment and furnishings other than 
ofiicenfurnishinge: nen tite a Ret: tee een genie en 1.4 0.8 0.6 
Construction, acquisition, major repairs, etc. of public 
buildings— . 
QbtR Wai as oll Aerie ta ea ee Uni ek is AL ae 24.8 13.8 Pow kie0 
Otherthan Ottawa: cea ween eee eee ee 22.9 18.4 4.5 
1838.8 108.5 3 


Roads, bridges and other engineering services— 
Operation and|maintenancess hea) nee ae eee 6.7 6.0 0.7 


Canada Highway Acts... j.pcl> ones eee 64.7 81.0 —16.3 
Construction through national parks................ 2.0 0.6 rial A 
§3.8 95.6 —11.8 


Harbours and rivers engineering services— % 
Operation and maintenance. :...4%... weiekue ee eee ee 7.6 7.5 
Construction or acquisition of equipment............... 0.9 1.0 
Construction, acquisition, major repairs, etc. of harbour "i 
and river works, 21), suv iek ae ee a 30.2 29.4 Lb. 805 
Dry dock subsidies 0.2 0.2 
8.9 8.1 


National Capital Commission— 


Operation and maintenance.............00.-eeccecceece, 5.3 4.7 
Interesticharges (net) 2. 4), 0s lagin oa ae Bi 63 3.3 
Payment to the national capital tundsy see 14.6 25.0 =10,408 
23.2 33.0 9.8 
Testing laboratories. 4 i... coctsds ts Mec ee ee 1.2 1.2 "¢ 
Administration and general..................00000 0, DDT 18.0 4 ee 
308.6 294.4 14,2 
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tes of the Department of the Secretary of State were $190 million 
with $134 million in 1966-67. 

ts to provinces for post-secondary education, pursuant to Part II 
ral-Provincial Fiscal Arrangements Act, 1967, totalled $108 million. 
y ears the government made comparable payments to the association of 
jes and colleges of Canada for the purpose of making grants to univer- 
ot 
) oe ee isin expenditures of $31 million were $1 million mies 
1966-67 due mainly to an increase in outlays for programs and projects 
Phe esas Chena received a grant of $17 million in 1967-68 for the 
5 s of the arts, humanities and social sciences, for which there was no 
ble expenditure in the previous year. 

} Expenditures of the National Arts Centre for construction or acquisition 
i ngs, works, land and equipment were $20 million, $13 million higher 
1 1966-67. 

Outlays of $4 million in respect of the translation bureau, $4 million in 


W vere in each ¢ case $1 million more than in die previous fiscal year. 


TABLE 42 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
SECRETARY OF STATE or 
1968 | ? decrease (—) 
ee 1967 
} (preliminary ) 
ae py ie ¢ 
procs education payments— 
yments to provinces pursuant to Part II of the Federal- ; fond 
Provincial Fiscal Arrangements Act, 1967..........- 108.0 oY 
vers ity Gc: oo SEG Ege eee ao aor 0.2 87.1 —86. 
al Commission— 
rograms and projects of national significance........-+- 13.4 a aes 
ment to the centennial of confederation fund......-. oe a 
“¢ administration MNS rt ecg teisis aioe einssinw eters Hee as on 
ves see Chimie 5.4 B yan ba eee ono ao oman. 16.9 16.9 
1: em Yentre— 
yn struction or acquisition of buildings, works, land and cee ad 13.1 
ne Peg ely sec esc nee ecient ter stinc ss: . es ants 
stra Ae MP A yo Bihd cisiainyeine eens ose cae BG 1809 
4.1 3.5 . 
ae ele on Gia cs lme oid vialanehe ezie® 4 58 . 
ROTA AAC eee a a Fousty a vicieie soe synlewine me *78 ae 26 0:7 
RR SA. he ciecteles.2 qos nuleninene* ‘a . 
ne National Arts Centre Corporation.......-- a st ate 
Representation Commissioner......+++++++0+0" ie 0 0:9 
nD and eet lee elelciis/s e riuicsss se ric sioleinie sic © ak Reg ae aN 
189.9 133.8 56.1 
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Solicitor General 


Expenditures of the Department of the Solicitor General totalled $154 — 
million, $9 million more than the previous year’s total. The main changes were ‘i 
increases of $5 million in respect of correctional services and $4 million in — 
respect of the Royal Canadian Mounted Police. 


TABLE 43 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
Soniciror GENERAL or ES 
1968 1967 decrease (—) 
(preliminary) is 
Royal Canadian Mounted Police— 
National police services, federal law enforcement duties 
and provincial and municipal policing under con- 
tract— 
Administration, operation and maintenance......... 61.9 64.4 —2.5 
Construction or acquisition of buildings, works, land 
andeqUipmentats, eta. eee tana eee ene 10.0 6.0 4.0 
Pensions and other benefits— 
PensiOnstta viz fect cthensathins eae Ca eae ene eee ae 5.4 4.9 0.5 
Royal Canadian Mounted Police superannuation 
account— 
Government’s contribution..................... 4,2 4.5 —0.3 
Amortization of deferred charges............... 5.3 Bac! 2 eee 
Ooi nM cilia oidata 0 oak Sock eee ee Le ele 0.9 1.0 —0.1 
87.7 84.1 8.6 
Correctional services— 
Administration of the Canadian penitentiary service. ... 1160) 1.0 
Operation and maintenance of penitentiaries............. 39.1 37.1 2.0 
Parole Act administration: .../. una ne ee 1.6 1.3 0.3 
Construction or acquisition of buildings, works, land and 
CQUIDINEN be Seas cease en ale NCO 23.1 20.2 “2:9 
64.8 59.6 6.2 
Office of the Solicitor General... 5... 2.0¢..000.cc0ccse. 00. 1.0 0.6 0.4 
153.5 144.3 9.2 


Royal Canadian Mounted Police 


Net expenditures of the Royal Canadian Mounted Police were $88 million, — 
$4 million more than in 1966-67. 

However, in 1967-68 authority was granted by Vote 15, Appropriation Act 
No. 3, 1967, which covers expenditures for administration, operation and 
maintenance, to credit thereto revenue arising from expenditures under that 
vote. This revenue amounted to $31 million and included $30 million for policing | 
certain provinces, territories and municipalities. In 1966-67 revenue amounted 
to $18 million of which $17 million was for policing services. The increase in — 
revenue from policing services was due to an increase in the rates and in the 
number of employees required for these services and due to payments of $4 
million collected in 1967-68 which were applicable to the previous year. u 


169 


Correctional services 


Expenditures of $65 million in respect of correctional services were $5 million 
_ more than in 1966-67 and included outlays of $39 million for operation and 
maintenance of penitentiaries compared with $37 million in 1966-67 and outlays 
of $23 million for construction or acquisition of buildings, works, land and equip- 
ment compared with $20 million in the previous fiscal year. 


Trade and Commerce 


Expenditures of the Department of Trade and Commerce including the 
Canadian Wheat Board were $81 million compared with $73 million in 1966-67. 

The main changes were increases of $4 million in outlays in respect of the 
Canadian Wheat Board and $2 million in administration and general costs. 


7 TABLE 44 


(in millions of dollars) 


Fiscal year ended 


March 381 Increase 
y TRADE AND COMMERCE ‘ or (-) 
: ecrease (— 
(preliminary ) 1967 


Canadian Wheat Board— 
Carrying costs of temporary wheat reserves............. 
Prairie Grain Advance Payments Act..............00405 
Le ATIONUELO MEMO GARG critertelsiaisinalenclaislets so aslelaciesee o naes 


(J) 
bo 


ce 
iss) 


oe 

Bel omaAN OO BRNO 

Pi NRNDOO Oc SAN 
—_— 


Trade COMMMISSIONEr SETVICE.... 6... cece eee ete ee ete ees 
Canadian government travel bureau............-.+es+eee ees 
Canadian corporation for the 1967 world exhibition—Cana- 
: dian government participation..............+-+eseeee eee 
SLC ANG SMOTAN CREE nti os we ess cttne ae msec cele dees 
Canadian government exhibition commission...........-+-- 
Administration and general................seeeerceereeenees 


wo STH co 00 os S oo 
or C1W O oo => 2 00 


co 
pea 
“I 


Transport 


Expenditures of the Department of Transport including the Atlantic 
Development Board, the Canadian Transport Commission and the National 
Harbours Board totalled $607 million compared with $568 million in 1966-67. 

Expenditures in respect of the Air Transport Board, the Board of Transport 

~ Commissioners for Canada and the Canadian Maritime Commission were 
transferred to the control of the Canadian Transport Commission under this 
department and capital subsidies for the construction of commercial and oe 
vessels, which were previously included under expenditures of the 2 
Maritime Commission, are now included under non-defence expen diey 0) the 
Department of Industry. Previous year’s figures have been adjusted for purposes 


of comparison. 
96069—12 


4! re ee 


fie wise eT eta Ss eas 7 it i of vee fy o r Rate 
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TABLE 45 
(in millions of dollars) 


> 


Fiscal year ended — ¥ 


Marchio l= sie 
TRANSPORT ioe is aes 
(preliminary) 1967 : 
Air services— Pa 
Administration, operation and maintenance............. 125.8 110.8 
Construction, acquisition of buildings, works, land and 
BOULUD TIVO are eat oan cars Wee GMC UTA Ie cane RE 45.9 52.0 
Grants, contributions, subsidies and other payments.... 340, Le PED Se, 
175.0 165.0 
Canadian Transport Commission@— 
Payments under the National Transportation Act....... 126.2 120.9 
Contributions to the railway grade crossing fund...... oe 15.0 15.0 
Steamship! sub venblionsecs aya ce seen bee ae ee plagsul 10.8 
Subsidies to/aln Carriers;iy a. |e cee ae ae ee ee 12 0.4 
ACministrationand weneral.u. 3). seckion acter eee eee 3.4 3.0 
156.9 150.1 
Railways and steamships— 
Construction oriacquisition hase eee eee eae 24.5 MCE 
Maritimes Freight Rates Act—Difference between tariffs 
AnClinOr da ali COLL whee. ta ee ee eee Ce 14.2 14.4 
KeihwaytoiGreat: Sla vel bacon seis yeas mun i) eee 4.4 isa} 
MictoriavBridge.es .. 20. ten oer eee ae eee 0.9 0.8 
Deficits— ‘ 
Canadian National Railways....................... 35.8 24.6 
Newfoundland ferry and terminals.................. 16.5 1370 
Prince Edward Island car ferry and terminals...... 4.8 4.6 
Yarmouth, N.S.—Bar Harbour, Maine, U.S.A. ferry 
SERVICE Pe oruy cn aT aMeR cee tae Aan ace ak ee 0.4 (2) 
Railway employees provident fund................. 6.6 
ST Eas (helacete, svaylerorat Sale iat arden 8 Pw Le te Toe een Re ee ee eee 0.6 0.9 — 
108.7 86.9 
Marine services— 
Administration, operation and maintenance............. D5eL 50.7 
Construction or acquisition of buildings, works, land, y 
vessels and lequipment..is ake ak en see ME 46.3 49.3 
101.4 100.0 
Atlantic Development Board— 
Payments to the Atlantic development fund............ 18.6 29.6 
Federal share of the cost of a trunk highway program. . 19.3 8.6 
Administration and general......,...,..............0... 4.5 1.8 
42.4 40.0 
Canals and works entrusted to The St. Lawrence Seaway 
- _Authority— 
Welland Canal deficit: 2. ist) ei Senet ee 8.2 10.1 
Other operating deficits and capital requirements....... 2.4 2.8 
10.6 12.9 
National Harbours Board,........04.:c1:-s0s as eds. feos, 4.8 7.0 
Administration and general...................000 000 Cel 6.3 
606.9 568.2 


© Expenditures of the Air Transport Board, the Board of Transport Commissioners and the C 
Maritime Commission are included under this heading. pA 


@ Less than $50,000. ; ee 3 ee 


Outlays of $175 million for air services were $10 million higher tha 
1966-67, There was an increase of $15 million in respect of administrati 
operation and maintenance and a decrease of $6 million in respect of construct 
or acquisition of buildings, works, land and equipment. 5h 


Air services 
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msport Commission 
ures of $157 million in respect of the Canadian Transport Com- 
ded $126 million for payments under the National Transportation 
ion for contributions to the railway grade crossing fund, $11 million 
p subventions, $1 million for subsidies to air carriers and $4 million 
istration and general. In 1966-67 total expenditures were $150 million 
luded $116 million for payments to the railways for the maintenance 
es of freight traffic, $15 million for contributions to the railway grade 
nd, $11 million for steamship subventions, $5 million for maintenance 
, $3 million for administration and general and $355 thousand for 


and steamships 

mditures for these services totalled $109 million compared with $87 
the previous fiscal year. 

Boo construction or acquisition of buildings, works, land, dock and 
acilities at $25 million were $3 million less than in 1966-67; payments 
e Maritime Freight Rates Act at $14 million were the same as in 
66-67; and the subsidy of $5 million in respect of a railway to Great Slave 

was $3 million higher than in the previous year. 

ne charge of $36 million to budgetary expenditure in 1967-68 to cover the 
/ operating deficit of the Canadian National Railways was $11 million more 
i the charge of $25 million in 1966-67 to cover the railway’s 1966 operating 


= 


is ' af: 


* & a, " 

M “ine services — 
-__ Outlays of $101 million for marine services were $1 million more than in 
67. Included in these expenditures were $55 million for administration, 
ration and maintenance compared with $51 million in 1966-67 and $46 
on for construction or acquisition of buildings, works, land, vessels and 


equir ment compared with $49 million in the previous year. 


a Vag a ' 
Atlantic Development Board 


EON tlays. of $42 million in respect of the Atlantic Development Board were 
‘million higher than in 1966-67. Outlays for the federal share of the cost of a 
nk highway program for the Atlantic provinces totalled $19 million compared 
1 $9 million in 1966-67 and payments to the Atlantic Development Fund 
$19 million compared with $30 million in 1966-67. 

ae i 

als and works entrusted to The St. Lawrence Seaway Authority 

tepeadivures of $11 million were $2 million less than in 1966-67. The 1967 
atin deficit of the Welland Canal, in the amount of $8 million, charged to 


etary expenditure was $2 million less than the 1966 deficit of $10 million 
was charged to 1966-67 expenditures. 


board which were charged to budgetary ex- 


s Py pe ee than in 1966-67. The net decrease 


e tot $5 million, $2 million less ( t 
aa e respect e reconstruction and capital | expenditures of 
fax harbour and $1 million in the operating deficit of the nee 
r Bridge, Montreal, offset by an increase of $1 million in respect o 
‘ruction and capital expenditure of the Quebec harbour. 

¢ 
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Treasury Board 


Expenditures of the Treasury Board amounted to $159 million, an increase’ 
of $5 million over the total for 1966-67. 


- 


Public service superannuation account 


: 
The government’s contribution to the public service superannuation account, | 
in an amount equal to the estimated current and prior service payments o 
individuals in 1966-67, was $60 million, the same as in 1966-67. ; 

A further amount of $61 million, equal to one fifth of the actuarial defi- 
clencies arising out of pay increases, was also charged to budgetary expenditure, — 
compared with $56 million in 1966-67. a 


| 
Canada’s contributions as an employer : 
These contributions totalled $21 million compared with $20 million in 7 


1966-67. The main item was $17 million to the Canada and Quebec pension © 
plans compared with $17 million in 1966-67. 


TABLE 46 


(in millions of dollars) 


Fiscal year ended 


March 31 Increase 
TREASURY BoaRD or 
1968 1967 decrease (—) 
(preliminary) 
Public service superannuation account— 
overmment's contribution ..s)..1..4....4-4. 62 Le ee 59.6 59.3 0.3 
Amortization of deferred chargesss, Sinmmece tpt) oa ne 60.6 56.3 4.3 
120.2 115.6 4.6 
Government’s contributions as an employer— 
Canada pension plan and the Quebec pension plan........ WS) 16.8 ORD 
Unemployment insurance fund........................., 1.4 ie? 0.2 
Death benefit accounts,...u: 024, 4.10mi Re IBY 1.4 0.3 
Pension plans for employees, engaged locally outside 
Canada der uxcs chan nk Be sn enn eae A) Na Ra Oi 052 0.1 Ont 
Hospital insurance (outside Canada) planke eee meee 0.3 0.2 0.1 
20.9 19.7 Lee, 
Government’s share of surgical-medical insurance premiums. 2: 13.6 —2.4 
Payments under Public Service Pension Adjustment Act.... 1.9 2.0 —0.1 
Administration and general...........................00000) 4.4 2.5 1.9 
158.6 153.4 5.2 


Unemployment Insurance Commission 


Expenditures for the commission amounted to $107 million including the 
government's contribution of $70 million to the unemployment insurance fund. 


In 1966-67 expenditures were $106 million of which $69 million was the govern- 
ment’s contribution to the fund. 


Unemployment benefit payments are not charged to budgetary expenditure F 
but are paid from the fund which is financed by equal contributions from 


employees and employers, by interest earned on investments and by the govern-. 
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-ment’s contribution of an amount equal to one fifth of the combined employee- 
employer contributions. Further information is given under the liability category 
“annuity, insurance and pension accounts’’, 


; TABLE 47 
(in millions of dollars) 
Fiscal year ended 
, UNEMPLOYMENT INSURANCE COMMISSION Ss eee 
) : e ae aces 1967 eee 
we 
- Government’s contribution to the unemployment insurance 
MING). Jono ledouk des 6oSGH J ards SO eee re 69.5 68.8 0.7 
Ro mimistration of the Unemployment Insurance Act........ 37.6 Billa) 0.3 
107.1 106.1 1.0 


Veterans Affairs 


Expenditures of the Department of Veterans Affairs totalled $401 million 
compared with $391 million in the previous fiscal year. 

; War veterans allowances and civilian allowances at $98 million were $5 
million less than in 1966-67, pensions for disability and death at $206 million 
were $10 million higher and costs of $61 million for treatment services were $4 
million higher than in the previous fiscal year. 


TABLE 48 


(in millions of dollars) 


Fiscal year ended 
March 31 Increase 
or 
VETERANS AFFAIRS wae =e Aen OB 
(preliminary) 
Pensions— athe a7 
ID tsi evilhnygnitel CEE eine bo nona bo UBS Oee ODEnOCe SO ononn ce aoe an ; 
ini TOUEOT CEO CTION Aare eletetescielo sc o'ese, cysie os esis ss oO. Us 
Administration and general.............++++2-se05 ay ha o7 
Welfare services, allowances and other benefits— 103.6 _s 
War veterans allowances and civilian allowances........ 98.4 Os : 
Assistance under provisions of the Assistance Fund (War a oS 0.5 
Veterans Allowances) Regulations..........-++++++> oF ae sa 
Veterans welfare ServiceS.........--eeeceeeer ee erserret? Hee aig 0.3 
Administration and general.............s+-:+eeeeerceete i P ; dake iy 
. 9 oD 
BBA TIMODTISCIVACES oases oan Ge elos sees chee cen atin seine 61.4 57 ) 
Soldier settlement and veterans land act— 40 2 5 0.5 
Provision for reserve for conditional benefits........-.-+ ay 59 0:3 
Administration and general............-eessereeeer ste 5.6 - 08 
9.6 8. 
6.5 0.5 
Administration and general.........-++++++sseersserrert De® i 
400.8 390.8 10.0 
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All Other Departments 


Expenditures of the departments not dealt with ae Htc: 
$72 million, an increase of oe million over the total for 1966-67. oe site 


Guiparate Affairs which was established by the Conan ea ee 
Affairs Act, as passed by the House of Commons on November 27, 19: 


The main changes were increases of $5 million for the Privy Cou cil O fo} 
due mainly to increases of $2 million in outlays for state visits and. $2 m 
in respect of the Company of Young Canadians, and $3 million for the ral 
Service Commission due mainly to increased expenditures in respect 0 
bilingual and bicultural development program. 


TABLE 49 


Gn millions of dollars) 


Fiscal year ended 


March 31 — 
Aut OTHER DEPARTMENTS 
(preliminary) 1967 

Auditor General's Onicevs ass nies ere an eee eae 2.3 2.1 
Board’of Broadcast Governors.).4....0.:000.. a deae ee eee. 1.0 0.6 
Office of the Chief Electoral Officer.........2.....0+.--010-- 0.7 0.9. 
Gonsumerjand‘CorporatesA ftairss.:h)4e 4s eee 7.6 5.5 
Defence Production © 70 (ii) Shans tan re ak ae ene 9.5 9.3 
Governor General and Lieutenant-Governors................ 10) 0.8 
Us TAN Ce tegen farting isan eaten Parle ee ee 19 ZED AN 
National Filmi Board (e.t a6. vse cole nee ee ane eee ee 9.3 8.0 | 
National ‘Gallery of Canada, -2/. waten ae, ee 2.9 1.9 
PrivyaCouncil 200A ky Yon Rees Ae vie ee ee eB 7.9 . 
Publie Archives and National Library...................... 3.6 me, 
Public: Printing and Stationory..\{. fea... Aol ee ee 4.9 : 4.0 
Publio'Service Commissionyo ./.eae ak tk es 13.4 10.8 
Public Service Staff Relations Board.............¢eceeeee.. 1.0 @) 

71.6 56.2 


“See also under defence expenditure at the beginning of this section. — 


®) Less than $50,000, 


TABLE 50 


(in millions of dollars) 


: a at March 31, 1967 and the changes in each Pana 
are shown i in boadeneed form in the following table: 


Cee ee 
Se eC er ee 


Michelicih ale (nels sie 'c olale)p elaiess oe. s te ny 0.9 8 eee 
see 


Pewee ere ener eres errr sees rersaee 


ieee) 66 0 (6.000 
api aial(bia wib./@ © 4. 9/8 ce. 410/60 70/9670, 
sis ejae 6 la a 4 4 © 90 © 


‘ded oh MN ON Lot ith Labrie gi niaceln ey 
nted by excess of liabilities over net recorded 


seeeeee 
pisielie.e sie s.6 
a etehe) dure aceeieeis, © #2 ie @ #. 8° 9.4 


: eek value of $1. og. 
Wem deficit of $792.4 million. 


Balance at March 31 


1968 


(preliminary) 


2,310.6 
474.7 
9,053.0 
93.1 
235.3 
26.0 
149.9 
3.8 
20,579.9 


82,926.3 


—546.4 


16, 757.4 


1967 


19, 940. 2 


30, 340.1 


14, 921.5 
—546.4 


—$ $$$ $$ 


14,375.1 


——— ane 


15, 965.0 


Increase 
or 
decrease (—) 


——— 


1,793.8 


——<—— S$ ——————— 


1,793.8 


—_—— 


(2)792.4 
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SUMMARY 


The gross liabilities of the government totalled $32,926 million at March 31, 
1968 compared with $30,340 million at March 31, 1967. The main changes were 
increases of $1,137 million in annuity, insurance and pension accounts, $640 
million in unmatured debt, $639 million in current and demand liabilities an 
$103 million in deposit and trust accounts. ‘ 


Net recorded assets totalled $16,169 million at March 31, 1968 compared 
with $14,375 million at March 31, 1967. The main changes were increases of 
$1,211 million in loans to, and investments in, Crown corporations, $665 million 
in the Canada pension plan investment fund, $232 million in other loans and 
investments and $136 million in current assets, and decreases of $322 million 
in advances to the exchange fund account and $90 million in deferred charges. 


The net debt of Canada, or the excess of liabilities over net recorded assets, 
was $16,757 million at March 31, 1968 compared with $15,965 million at March 
31, 1967. 


TOTAL LIABILITIES 
Fiscal Years Ended March 31 
Billions of Dollars 


== ===>————— 2% OTHER LIABILITIES 
Se ee cea 1% DEPOSIT AND TRUST ACCOUNTS 
30 fle fo CURRENT AND DEMAND LIABILITIES 30 
Wa \\ \ ANNUITY, INSURANCE 
AND PENSION ACCOUNTS 
20k 20 
\ ; 


UNMATURED TREASURY BILLS 
Ld 


|] UNMATURED BONDS 


tas ated 2S ok 
1964 1965 1966 1967 1968* 1968* 


® Preliminary 


Liasiniry Accounts 


Current and demand liabilities 


These liabilities, which consist of obligations of the government payable 


currently or on demand, in the amount of $2,311 milli il 
more than the total at March 31, 1967. ust my Oy Were eee 
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The main changes were increases of $450 million in non-interest-bearing 
notes, $66 million in accounts payable, $45 million in outstanding treasury 
_ cheques and $50 million in interest due and outstanding. 


_ Non-interest-bearing notes represent those portions of Canada’s equities 
in the capital of certain international agencies which are not covered by cash or 
gold. Notes in respect of the international monetary fund in the amount of 
_ $791 million were $452 million more than at March 31, 1967 and notes in respect 
of the international development association were $3 million less than at March 
31, 1967. 


TABLE 51 


(in millions of dollars) 


Balance at March 31 


CURRENT AND Dremanp LisBILitins ome 
(preliminary) 1967 decrease (—) 
Outstanding treasury Cheques. ............cceececeressecees 427.4 382.6 44.8 
Jcopso te jocnie' S102) os a Ae 520.2 454.5 65.7 
Non-interest-bearing notes payable to— 
Dhenternabional monetary, 1UNd .....h....6.0.0c0 ence es 791.0 339.0 452.0 
The international development association.............. ; 23.0 26.0 —3.0 
MaoeAsiamidevelopment pank) shes... ..c02ce.sener sees: 2.7 1.4 1.3 
816.7 866.4 450.8 
NietunecedebtOULstanding see ears cs ovens cece ncee tence ee 26.0 30.7 =A 
Interest due and outstanding...............2cece eee erences 161.6 111.3 50.3 
Ibniisyessyh eye@an@Gl, = 6543 5 hdc od0 son) CeO RROD ROIS HoMoMmn ont 315.3 286.2 29.1 
Post office outstanding money orders.........+++eeee seers 34.9 29.2 5.7 
Outstanding letter of credit cheques..........-+seeeesreeeees 6.1 7.5 154 
Other current liabilities............. ese eee e ence terete nents 2.4 Biot —1.3 
2,310.6 1,672.1 638.5 


Deposit and trust accounts 

Sundry funds deposited with, or held in trust by, the Receiver General of 
Canada for various purposes are recorded in these accounts. 

There was a net increase of $103 million during 1967-68 bringing the total 
to $475 million at March 31, 1968. There were increases of $25 million in the 


Canadian Dairy Commission account, $28 m1 


Ilion in the provincial tax collection 
agreements account, $9 million in guarantee deposits and $38 million in a new 


account for the Canadian Commercial Corporation. 


Ly se ve pf i sa 
hehei rs Sct velo tes Seok ike AN as 
k Binh Maser ome oe px 
. r. M 2 he Se 
. ¥ Shee Oey ; 
Mee ede ih 
FABLE 62% bop 
(in millions of dollars) ‘ 
Be 
Balance at Mare 31 
Derrosir AND Trust Accounts 1968 : 


e (preliminary) 


Ledian rose dundayG oe sees dade Ga Jkt a La 34.0 
Guarantee deposits— 
BnersysMinestandy Resources wake t hone eee ee Loe2, 
Indian Affairs and Northern Development............. 28.5 
INabronal Few enucarpr le vote cael: Lene et eek ne ae eeN 5.6 
49.3 
ost ornce savings Darilcc....ekadies. dye Men eee 18.6 
Crown corporations deposits— 
Atomic Energy of Canada Limited..................... 3.0 
Crown Assets Disposal Corporation.................... Oa 
Eldorado Mining and Refining Limited:................ 6.0 
Export Credits Insurance Corporation.................. 14.0 
Northern Ontario Pipe Line Crown Corporation. .....6.2 ae 
Canadian Pension Commission—ad ministration trust fund... 16.6 
National Harbours Board—special accounts............ cyren 16.8 
Instalment purchase of bonds, public service................ 16.2 
Contractors hold backat'ss. 1... Bile 0 hen uae eens 14.9 - 
Contractors securities—sundry departments Wee 
BONG. Se Pda tne ate Nae See MPI Beat Ne eee a ae etl cha). 
AG aS et oo ie Rp ed a alee ec i 13 5 
Wertufted cheques ii. 2 ts \%, oo ween hee ee ae ee ee ee 0.2 3) 
4.2 Ake 
Artay Penevolent find 1.4 eks: weedy ate ee 520) vag 
Canadian Arsenals Limited DEUSIOM-fUmel eetan ne ane en ay 
Canadian Commercial Corporation—special deposit......... 38.2 4 
Canadian Dairy Commission........./...............002, 25.2  Ciess 
Capital cost allowances—commercial and fishing vessels 4.0 ALO 
ape Breton Development Corporauion ee pane ee wa), Racan eee 2,1 meta 4 
Common school funds—Ontario and Quebeok, Sra w yl) seek ef! Die 
Emergency gold mining assistance—holdbacks.............. 2.3 2.4. 
Federal Republic of Germiany.d 5.20 Mur, ui een ao ie a e055 
Immigration guarantee fund......0. 0000) 1.6 1.9 
National Research Couneil=spécial find .at.0. eae 2.1 22 
Northwest Territories revenue SCCOUNE Fags cence eee eens 1.4 
Permanent services deferred DEY) Feryge: arclite, cenit hescnehcon oe 2.6 68.4 
Prairie farm emergency: fund \.vc fyeaind eeiea eee 13.0 ORS 
Provincial tax collection agreements account...:............ 120.2 19205) 
Replacement of materiel, sec. 11, National Defence Act... __ 0.6 (0.6 
Royal Canadian Mint—prepayments, fol... 0.1, a oe 4.5 (edie 
Surplus |\Crownl assets:n/ Va, my. Gakic, bike el 31.1 24,3 
United States of America... ..1.hicisccs ede 0.6 0.9 — 
Meterans care trust find jc. ss cue ees oe ais ee ae 4.2 3.4 
Veterans land act trust account—senerala 1. ee. ee ee 8.9 de De 
oh eE sarth stewie che eR Mi Shia se LLNS 10.4 


s 
e 
“I 
ae ' 
bo 

: 

nh 


“Less than $50,000. 


Annuity, insurance and pension accounts 


This category records the government’s liability in respect 


. . : 
annuity, Insurance and pension accounts. ; vaNE 


Bee ea 79 


a net increase of $1,137 million brought the total to $9,053 
anges were increases of $672 million in the Canada pension 
3 million in the public service superannuation account, $146 
nadian forces superannuation account and $107 million in 


TABLE 53 


(in millions of dollars) 


rs ; j Q 
: e é Balance at March 31 Then 
a6 JSURANCE AND PENSION ACCOUNTS 1968 or 

eid ot (preliminary) 1967 decrease (—) 

320.3 280.4 39.9 

—303.9 —266.6 —37.3 

16.4 13.8 2.6 

2,875.8 2,689.5 186.3 

2,723.0 2,577.0 146.3 

104.7 85.1 19.6 

6,703.8 6,351.6 852.2 

1,352.8 680.9 671.9 

1,326.1 1,324.5 1.6 

536.1 429.6 106.5 

117.8 115.5 2.3 

9,053.0 7,915.9 1,187.1 


insurance fund 


lance in the fund at March 31, 1968 was $320 million (of which $18 
sented a liability for unredeemed warrants and deposits from 
sonsisting of $304 million invested in special government bonds 
accrued interest) and $16 million on deposit with the Receiver 
balance in the fund at March 31, 1967 was $280 million (of which 


ability for unredeemed warrants and deposits from 


epresented a li 
He al government bonds 


's) consisting of $266 million invested in speci 
: ecrued interest) and $14 million on deposit with the government. 


eipts of $433 million during the fiscal year included employee and em- 
Benaributious of $347 million, the government’s contribution of $70 
$16 million in interest from investments. As benefit payments 
million, receipts exceeded payments from the fund by $44 million 
-68. Receipts during 1966-67 totalled $424 million and ineluded 
d employer contributions of $344 million, the government’s con- 
89 million and $11 million in income from investments. Benefit 
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TABLE 54 


(in millions of dollars) 


Fiscal year ended March 31 
enn tas Rees a een eet ene opie eh 
UNEMPLOYMENT INSURANCE FUND 1968 a 
1964 1965 1966 1967 (prelimi- 
nary) 
Revenue— 
Contributions— 
Employee and employer™................ 296.6 310.8 328.3 343.8 347.4 
Government @) see. =e ty an ering oenmea 59.3 62.1 65.7 68.8 69.5 
Net income from investments................. ial 1.8 4.7 10.9 15.9 
Other income:grcen ses Le ee OFT 0.1 0.1 O32 0.2 
357.1 874.8 398.8 423.7 433.0 
Expenditure— 
iBénehitwpaymentste.n ee eae eee ee S600 wl Sods) l= OOmeS —307.0 | —388.6 
INtereEs bron lOans.-) 1k ney ee ae kaa —0.2 —0.2 
Excess of revenue over expenditure or expenditure 
OVET TevViente (— ivi. ceva tele —8.8 39.6 101.0 116.7 44.4 
Balance at credit of fund at fiscal year-end........ 0.9 40.5 141.5 258.2 302.7 
Unredeemed benefit warrants and deposits from 
Employers sec eewac ons sce ee a ae 15.9 17.8 20.6 222 17.6 
16.8 58.3 162.1 280.4 320.3 
Investment in bonds and accrued interest.......... —44.0 —148.6 — 266.6 —303.9 
Balance on deposit with the government.......... 16.8 14.3 116).55 13.8 16.4 


Contributions by employees and employers are on an equal basis. 
®) Government’s contribution is equal to 20 per cent of the combined employee-employer contributions. 


Public service superannuation account 


The balance of $2,876 million in this account was $186 million higher than 
the balance at the end of the previous fiscal year. 


Receipts of $270 million during the year included credits of $22 million to 
provide for additional liabilities arising out of salary revisions made in 1967-68, 
contributions of $72 million by individuals, the government’s contribution of 
$60 million, contributions of $5 million by certain Crown corporations and 
interest of $111 million credited to the account by the government. Contribu- 
tions by the government were equal to the estimated current and prior service 
payments of individuals in 1966-67. Contributions by Crown corporations were 
equal to the estimated current and prior service payments of individuals in 
1967-68. Interest at 4 per cent per annum is credited to the account quarterly 


and is computed quarterly on the outstanding balance at the end of the previous 
quarter. 


The credit of $22 million to provide for additional liabilities arising out of 


salary increases was charged to the asset account “unamortized portions of 
actuarial deficiencies”’, 


Disbursements totalled $84 million and included $68 million in annuities 
and $11 million in withdrawals of contributions, 


In 1966-67 receipts totalled $374 million and disbursements totalled $75 
million, 


s 
x 
Pe 
§ 
: 
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TABLE 55 
(in millions of dollars) 


Fiscal year ended March 31 


Pustic SERVICE SUPERANNUATION AccoUNT 1968 
1964 1965 1966 1967 (prelimi- 
nary 
Receipts— 
Contributions— 
Employees (government and Crown cor- 
HORUS) Mire we As Ne dicted avelah os 3 59.2 61.1 66.0 (258.6 72.0 
Crown Peraoes hous a ak Cine Cae Re ae a eae EO 3.4 aii 3.8 5.0 
(CRON GEREN ely A SY Je 54.0 55.6 57.8 D9 59.6 
JSRPSSEE 26 5 ts Se Ue ee oe rr rr 71.8 78.7 89.5 98.5 110.9 
Actuarial liability ACHIUIS ULM EN be c/ac.c hele cies ae oh 169.5 79.6 152.2 21.5 
NEW s6.4 7 CopotS HOU Ea nea Rae eel: Tha) 1.9 1.6 1.4 
189.1 369.6 298.5 374.0 270.4 
Disbursements— 
DMR eA feeeg ie s\cs.rlnceve ss esis cess —47.8 —52.6 —57.7 —62.8 —68.2 
Withdrawals of contributions.................. —8.4 10.8 ilies ied —10.8 
QHNER. odo bdéo00 phos TOSS aE —0.6 —0.8 —0.9 lO —5.1 
—56.8 — 64.2 —69.9 —74.9 —84,1 
Excess of receipts over disbursements............. 132.3 305.4 228.6 299.1 186.3 
Balance in fund brought forward.................. 1,724.1 | 1,856.4 | 2,161.8 | 2,390.4 | 2,689.5 
Alan COraACLEC UG OL TUNG sr alee. chad ols saa scic'oete neces 1,856.4 | 2,161.8 | 2,390.4 | 2,689.5 | 2,875.8 


@Tneludes $4.1 million due to dual contributions temporarily required in respect of the Canada and 


Quebec pension plans. 


@)Net after deduction of $8.7 million in respect of the Canada and Quebec pension plans. 


Canadian forces superannuation account 


The balance of $2,723 million at March 31, 1968 reflected an increase of 
$146 million during the fiscal year. 


CANADIAN Forces SUPERANNUATION ACCOUNT 


Receipts— 
Contributions— 
HROTSONNC] Meritt Piste. cis ais) a steve,» 


USN OSES oat tS te ee Sea 


Disbursements— 
Pensions and retiring allowances. . 


Cash termination allowances and 
OTIS OMS ee he i.e revere ol ole 4/5. 


Excess of receipts over disbursements 


Balance in fund brought forward...... 


Balance at credit of fund...........-- 


- @Net after deduction of $5.1 million transferred to th 


TABLE 56 
(in millions of dollars) 


Fiscal year ended March 31 


e Canada and Quebec pension plans. 


| 1968 
1964 1965 1966 1967 (prelimi- 
nary 
ess 36.0 35.2 34.1 | 25.1 34.2 
Pica, site: 136.2 58.8 58.8 42.6 58.4 
iO a 66.3 75.0 83.2 91.7 105.2 
ete 67.2 16.6 279.2 
PR ats 0.2 0.2 0.3 0.3 0.3 
238.7 236.4 193.0 438.9 198.1 
Sales Cah P18 dal 21862 ha 26.7 a0. Bt mea 
See OL cor ae clr OF Weel 9.2 —6.0 
Re erret c E 0, 9 —0.2 aot Eeriny a OLE 
93.0 | 29.8 | —36.9 | —46.1 | —51.8 
age 215.7 206.6 156.1 392.8 146.3 
ne 1,605.8 | 1,821.5 | 2,028.1 | 2,184.2 | 2,577.0 
1821.5 | 2,028.1 | 2,184.2 | 2,577.0 | 2,723.3 
tC Bae tes 
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Receipts of $198 million included $34 million in contributions: by per 
$58 million in regular government contributions and $105 million in 
credited by the government. Regular government contributions are mac le at 
rate of one and two-thirds times the current and prior service contribut O 
personnel. Interest at 4 per cent per annum is credited to the account t quarterly 
and is computed quarterly on the outstanding balance at the end of the ee vious. 
uarter. : 
beeen of $52 million included $46 million j in pensions and retiri 
allowances and $6 million in cash termination allowances and return of cont | 
butions. 


Royal Canadian Mounted Police superannuation account 


The balance of $105 million in this account as at March 31, 1968 - was as § 2 
million more than the previous fiscal year-end balance of $85 million, aunts pak Bi 
Receipts during the year of $21 million consisted of $3 million in contribu- 
tions by personnel, $3 million in interest credited to the account, $4 millior 
contributions by the government and $10 million as a result of ee 
evaluations. ‘ . 
The credit of $10 million for actuarial evaluation, which congerdy . $8 , 
million as a result of the quinquennial actuarial valuation made as at Dece 
31, 1964 and $2 million arising from salary increases, was charged to the ass 
account “unamortized portions of actuarial deficiencies”, 
Disbursements of $1 million consisted of annuities and allowances, cai 
termination allowances and return of contributions. weeds 
In 1966-67 receipts were $21 million and disbursements were $1 million. 


mes 


TABLE 57 ai; eh eee 
(in millions of dollars) mies 
. leh i 
Fiscal yearended March 81. 
Royat Canapian Mountep Pouce ————— 
SUPERANNUATION ACCOUNT ‘ OS ria 
1964 1965 1966 1967 | (prelimi- 
nary) 
Rime: 
Receipts— [aaa *- 
Contributions— are 
Rersonne le. Mie asia tasters See Teel ae 1.8 Paes 220) 2,2 NDR ae 
Government (c7ha,) oonec eee oa 3.1 S22 3.9 4.5 TSACDS 
Interest mh lots Bisle!s fo Cha oinlaya sien stay Hier a Coe 1.6 1.9 2.4 2.9. ies 
Actuarial liabilityass. Joa. \0 Je eee 2.8 Dee abit 4054 ‘) 
ES 2 Pel ee 3 - = yy 
9.3, 12.4 8.5 20.7 20.6 


Annuities oh allowances ears er Ne a era, ee —0.4 —0.4 —0.5 —0.7 | 


ri becibns Rie 'aretie} late athe hactraetee ee eee —0.2 —0.3 —0.3 = O23) 


— 0:6)" 0.7 =O Baer tetee 


Excess of receipts over disbursements.............. 8.7 ey, iad eg RG a 


Balance in fund brought forwards panes ee ae Rye} 46.0 57.7 65.4 


W onsry wins fal eds to eke agtach = 7a eM eae 46.0 57.7 65.4 85.1 


Balance at credit of fund 


© Net after deduction of $0.4 million transferred to the Canada and Quebec pension plans. 
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- Canada pension plan account 


‘The balance of $1,353 million at March 31 as $672 milli ig 

' than the balance at March 31, 1967. iba ise) Me ea 
Credits to the account of $685 million consisted of $640 million in contri- 
~ butions under the act, $42 million in interest from investments and $1 million 
in Interest on the operating balance in the account on deposit with the Receiver 
General, Charges to the account were $13 million and consisted mainly of 
- administrative costs. 

During the year, securities totalling $665 million were purchased bringing 
the balance at March 31, 1968 to $1,281 million. These securities which consist 
4 of $1,275 million in provincial bonds and $6 million in federal bonds are recorded 
wd 
; 


a 


in the asset account “Canada pension plan investment fund’. 


TABLE 58 
(in millions of dollars) 
Fiscal year ended March 31 
4 CaNADA PENSION Phan Account 
1966 1967 1968 
(preliminary) 
Receipts— 
CRT a OE: ct CO Ce SO BE II nee 94.9 587.2 640.2 
Timpeces OMIM SWIMCUUS heh .<, soaiss cess scene eeeeees 11.9 42.2 
PACCLOS OM OPCTACINO DAWANGE ses cies e ce lees ee ee bes @ creel 1.4 
(CUOSP, Locke b + bls wo tle SU eee 0.6 0.9 
94.9 599.9 684.7 
Payments— 
POMERAT SUC AUUUVICTOXDEDSCS te Giiaklns calves sce ee cece caaneee —5.5 —8.3 —11, 5 
TEYOUKeIIL JORIS. coe 6 ip oe ei BIO Se —0.1 —1.3 
—5.5 —8.4 —12.8 
Excess of receipts over payMents............ eee cece eee eee 89.4 591.5 671.9 
alancemm LUNG brOUCHUTORWATU. 2 Jc i.cs. ccc te cee eee e ees 89.4 680.9 
PoaaMEera CLOG On LUM Ate oe cies yee dice eee ees Retake 89.4 680.9 1,352.8 
Less investment in securities held in the Canada pension plan " Re 
Ip WaStinae ol, COLAC. se age o AlN 66 oe OR ee a nen — 34.8 —615.5 —1, 280. 
Operating balance on deposit with the government.......... 54.6 65.4 72.0 


Government annuities account 


The balance in this account of $1,326 million was | or 
balance at March 31, 1967. Receipts of $70 million included $19 million from 
premiums and- $51 million in interest from the government. Disbursements of 
$68 million consisted mainly of vested annuity and commuted value pay mathe 
and refunds of premiums. In 1966-67 receipts amounted to $72 million anc 


disbursements were $65 million. 


$2 million higher than the 


Old age security fund 


Under the Old Age Security Act, as amended, all persons who fae 
residence requirements of the act may receive a pension of $76.50 ($75 Up 


e rernment out of the old age secur- 
January 1, 1968) per month from the federal gove sop haa meemect Pt 


F ; wie 8 +A ance h 
ity fund provided that no pension 1s paid in any mont Aitserer tips fore 
which ae person had not attained 70 years of age, the age limit being reduced 
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by one in each subsequent year until 1970. A further amendment to the act in 
1966-67 authorized the payment of a monthly guaranteed supplement to eligible 
pensioners of $30 per month in 1967 and, in any year thereafter, 40 per cent of — 
the amount of the pension that may be paid to him dependent upon the amount 
of his income for the preceding year. Ite 

Receipts of $1,495 million exceeded pension payments of $1,388 million by 
$107 million bringing the balance in the fund to $536 million at March 31, 1968. 

In 1966-67 receipts of $1,286 million exceeded pension payments of $1,073 
million by $213 million, bringing the balance in the fund to $480 million at 
March 31, 1967. 


TABLE 59 


(in millions of dollars) 


Fiscal year ended March 31 


Otp Acs Szcurity Funp 1968 _ 
1964 1965 1966 1967 (prelimi- © 
nary) 
Tax receipts— 
Sales tac: Meee can ck, Ae Ne Sa 331.8 383.2 522.1 559.5 544.5 
Personaltincome! taxcay. en eee eee ee 302.6 431.9 494.9 576.6 800.1 
Corporationancome tax.si ne cen eee 115.7 145.2 152.3 149.5 150.0 
Wotalitax receiptarciactecmeter oc eee 750.1 960.3 1,169.3 | 1,285.6 1,494.6 
Pension paymentsn. sheers ee ee eee ee —808.4 —885.3 —927.3 |—1,073.0 | —1, 388.1 
Excess of receipts over payments.................. —58.3 75.0 242.0 212.6 106.5 
Temporary loans brought forward................. —41.7 —100.0 —25.0 
Balance in fund brought forward................... 217.0 429.6 
Temporary loans by the Minister of Finance to 
Covendehicitiine undertake eee nee 100.0 25.0 
Balance-in-fund she «tama att tend eee ame ee PAE 429.6. 536.1. 


ea ee RE 
A distribution by provinces of pension payments from the old age security 
fund is shown in the following table: 


TABLE 60 


(in millions of dollars) 


Fiscal year ended : 


March 31 Increase 
Oup Acz Srcuriry Payments or 
1968 decrease (—) 
(preliminary) 1967 a 

a ee ee 
Newloundland:; 2 622.20 sats se Mon ue A a ns an 28.8 21.2 7.6 
Nova Scotia. 7. .;, aecbeeh ad a Le ee 63.5 49.0 14.5 
Eres Mdward Islands, vet iescte we Mee he ee eee 11.5 8.7 2.8 
New: Brunswick.; £2.15 <:55,0. cet naeen Aan oe 47.4 36.2 11.2 
SOUCD GEN. Shan 3 un oc Lokal s ll de ne ee 321.9 239.8 82.1 
ABATED 55.2", ar on Sosdinsdy an de neceeaet C  l 496.9 387.4 109.5 
Manitoba Sa sew. st tants cast, coke PS ane ee 80.4 63.5 16.9 
Rackatehowanss iz... ccs ceicutoeh ob ie oie: Oe ae 79.6 64.0 15.6 
Alberta... oc... pe sib ode: asia eles: scohatfensh se Wininyo Seve ee eee 93.4 72.4 21.0 
British: Columbia... 1... cu.ccc. 24 setae aie aa, ee 163.5 130.1 33.4 
Northwest and Yukon Tercitories wy.;..0:c eee ee 1.2 Ona 0.5 

1,388.1 1,073.0 315.1 


‘ES ae 
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_ Undisbursed balances of appropriations to special accounts 


| _ These special accounts record the undisbursed balances of appropriations for 
which moneys have been appropriated by parliament and from which disburse- 


ments may be made for authorized purposes in periods subsequent to that in 
which the appropriation was made. The balance of $93 million was $17 million 
- more than the balance at March 31, 1967. 


The balance of $65 million in the international assistance account was $3 


million more than the balance at March 31, 1967. Disbursements of $47 million 
_ from the fund were more than offset by a credit of $50 million which amount 
_ was charged to budgetary expenditure of the Department of External Affairs. 


The balance of $10 million in the railway grade crossing fund was $1 million 
less than the balance at the previous year-end. There was a credit of $15 million 
to the fund (charged to budgetary expenditure of the Department of Transport) 
and disbursements from the fund were $16 million. 

The balance of $7 million in the centennial of confederation fund was $3 
million more than the balance at March 31, 1967. The credit of $13 million to 
the fund (charged to budgetary expenditure of the Department of the Secretary 
of State) was partly offset by disbursements of $10 million. 

The balance of $11 million in the area development account resulted from 
credits to the account of $26 million (charged to the budgetary expenditures of 
the Department of Industry) being partly offset by disbursements of $15 million. 


There was a nil balance in the account at March 31, 1967. 


TABLE 61 


(in millions of dollars) 


0 


Balance at March 31 ie ncaRe 
UNDISBURSED BALANCES OF APPROPRIATIONS TO Or 
SprecraL ACCOUNTS 1968 1967 decrease (—) 
(preliminary ) 

International assistance account............0..:eeeee erences 64.8 61.5 3.3 
Railway grade crossing fund.............ssceeeeeec erences 9.5 10.3 —0.8 
Centennial of confederation fund............++eeeee eee eres 7.3 4.7 2.9 
AT CAE VElOPMENtACCOUDU: 0. o-4 cree cisco cesses sere e onsets 10) 11.0 
RET a hk BE Sete Soe ene ee 0.5 0.1 0.4 

93.1 76.6 16.5 


Refundable corporation tax 


This account records the refundable corporation tax on cash profits of 


businesses, and is payable by all corporations not exempt from tax ics asin 
62 of the Income Tax Act and by certain types of trusts on spel 7 ae t 
income. During the year, $39 million was collected, bringing the balance a 


March 31, 1968 to $235 million. 
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Provision for estimated premium on redemption of bonds 2 HAs 

This records the estimated amount of the prorated provision to March 31, 
1968 for the premium due at maturity on the then outstanding 1959 series of 
Canada savings bonds and the estimated amount of the prorated provision to 
March 31, 1968 for the special compound interest feature applicable to the 
centennial series of Canada savings bonds. rg es ae 


< = 
~ J . ¢ 
rs 
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Deferred credits ‘ oe ie 

Recorded in these accounts are amounts due the government in respect of | 
which payment is deferred. These are contra accounts to corresponding items | 
under the following asset categories: “loans to, and investments in, Crown 
corporations”, “loans to national governments” and “other loans and invest- | 
ments”. The balance of $150 million was $7 million more than the balance at 


March 31, 1967. . eae 
Also included in this category are premiums, received on the issue “Ole 
Government of Canada bonds, which are being credited to interest on public 
debt on a monthly amortization basis. 1k! Ao 
Deferred interest in respect of The St. Lawrence Seaway Authority, which © 
is a contra account to a corresponding item in “loans to, and investments in, - 
Crown corporations”, increased by $7 million during the year bringing the 
balance at March 31, 1968 to $55 million. oe 
The government equity in the agency account of Crown Assets Disposal :4 
Corporation is a contra account to a corresponding asset account under “other. 
loans and investments”. The balance in the account of $7 million was the same — 
as at the end of,the previous fiscal year. (Fete 


: TABLE 62 


(in millions of dollars) 


Balance at March 31 


, 7 
Increase _ 


DerrRRED CREDITS 1968 A OLah te 
(orstintinane) 1967 decrease ( 
eee ee ee Re PE ey AR AB Ng ere 
Deferred interest— 
tomic Energy of Canada Limited..................... 0.1 0.1 
Northern Canada Power Commission.................. 3.9 3.2 
The St. Lawrence Seaway Authority................... 54.5 47.7 
United Kingdom Financial Agreement Act, 1946........ 83.0 83.0 
; 141.6 134.0 
Balances receivable under agreements of sale of Crown assets 0.3 0.3 
Crown Assets Disposal Corporation—government equity.... 7.3 7.3 
Unamortized premium on loans............................ 0.8 1.2 
149.9 142.8 
Suspense accounts 1 


These consist of balances where some uncertainty as to disposition exists. 


The balance at March 31, 1968 was $4 million, approximately the same — 
as at March 31, 1967. ; = 


Unmatured debt | 


__, the unmatured debt of Canada in the amount of $20,580 million was $640 
million more than the previous fiscal year-end total. Obligations payable i » 
Canada were $20,420 million and those payable in New York were $160 million 
compared with $19,575 million and $365 million respectively at March 31, 1967. 


_. 


ee ee en ke a ee ee 
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TABLE 64 
; (in millions of dollars) 
Balance at March 31 I 
UNMATURED Dest ees 
1968 1967 : eu 
(preliminary) 96 decrease (—) 
ovenle oe nee 
AKSUM OLEH OOMUCHAP I This Ga hia Sulele ee bcd voetbceah 11, 541.3 10,98 
Non-marketable bonds— eee a 
(CRY ORG 2) SEV) LOO) TG IS ie ee rr 6,096.5 6,016.4 80.1 
CEN Peavoley Se eSitoet j olen ele Ah 4 en rr Dal 1.9 3.8 
Unemployment Insurance Commission,............. 296.0 260.0 36.0 
17, 939.6 17, 264.6 674.9 
Seo Hiny mT REPS Mil Gopars 5.icisk «dic he cab eels ele esccces 2,480.0 2,310.0 170.0 
20, 419.5 19, 574.6 844.9 
EERVDIONG iit INGE NOLEN OD: SS ae 160.4 365.6 —205.2 
20, 579.9 19,940.2 639.7 
{Marketable bonds. 


@)Converted at the official parity rate of $1 U.S.=$1.08108 Canadian. 


Details of the various loan issues, maturities and redemptions resulting in 
the net increase are described more fully in the section ‘The Public Debt’. 


Assret AccouUNTS 
Current assets 


These accounts consist of various cash accounts, working capital advances 
and the securities investment account. 


TOTAL ASSETS’ 
Fiscal Years Ended March 31 
Billions of Dollars 


OTHER ASSETS 


CASH AND OTHER CURRENT ASSETS wed 15 


OTHER LOANS AND INVESTMENTS = 


a 
110 


LOANS TO CANADIAN NATIONAL ae 


PRK 

SPSS 

PRK SORE i 
se atonceacatceatetete OX 


2 


Kos QRZ 
RRNA . : SN) LOANS TO CENTRAL MORTGAGE ¥ 
SN \ N) AND HOUSING CORPORATION 

SY \S QQ : 5 
S SS SO : SS S SS \ 1 
Y SS 

“ZA KDVANCES TO EXCHANGE FUND ACCOUNT | 
Se Yj YY 

ees a renaneenacsnanceeneneecooe ee Keetesoceon LOANS TO NATIONAL GOVERNMENTS 
2, : ss i 
Re Sis eee i % 5 | AND INTERNATIONAL ORGANIZATIONS 
Kees S506 ; 
0, 6,0, 0.0.0, © © G0 OG, ia 


OK RRA KR KS 
RK KR RK KK RCO 
ODD ecesccssesoorsescetonans Sessossecerstoseneocoereees 
1. As shown on table ‘Summary of assets and liabilities’. This chart does not reflect 
® Preliminary 


1968" 1968" 


the reserve for losses on reolization of assets. 
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Total current assets at $1,530 million were $136 million more than at 
March 31, 1967. The main changes were an increase of $261 million in the cash _ 


accounts and a decrease of $153 million in the securities investment account. 


The defence production revolving fund records the cost of materials pro- 
cured for use in the manufacture of defence equipment until such time as they 
are billed to the Department of National Defence or sold to defence contractors 
for use in the manufacture of defence equipment, as well as working capital 
loans and advances for their production. During 1967-68 purchases exceeded 
sales by $5 million bringing the balance in the account to $39 million at March 
31, 1968. 


TABLE 65 


(in millions of dollars) 


SS 


Balance at March 31 


Increase 
CuRRENT ASSETS or 
(preliminary) 1967 decrease (—) 
es (EE ee ee oes el | ee 
Cash accounts— 
Cash in current deposits ..............ccccceececcceee. 1,014.8 813.9 200.9 
Cash in‘special-deposits, .. .u...0.00 sede ce eee 3 1.0 0.3 
Cash in hands of collectors and in transit............... 244.3 194.3 50.0 
Moneys received after March 31 but applicable to the : 
CUERODU BY CAT of viyeles tage Reerastine coir she ee a Te 20.4 15.3 5.1 
Post office—cash on hand and in transit................. 18.7 14.0 4.7 
1,299.5 1,038.5 261.0 
Departmental working capital advances— ye be ae 
Agricultural commodities stabilization account......... 1.4 2.0 im —0.6 
Defence production TeVOlying fund \ eee eae 39.0 84.0 5.0 
Miscellaneous departmental imprest and standing ad- 

NEP RG IIE oOo IAG SUMPINGO RADA Keema oddohe ca, kins °12.9 10.1 2.8 
Miscellaneous departmental accountable advances....... 14.2 Toa ile 
Royal Canadian Mints ..<c, dcoucal tee. 1 eee 15.6 18.0 —2.4 
Stockpiling of uranium concentrates..................... 74.9 57.2 1s? 
Transport stores account. .........0.0cecececeeeccese ee, 11.4 10.1 1.3 
QUbSEpse.tiS yee Neh. aos te sae ee 17.1 13.3 3.8 

186.5 157.8 28.7 
Securities investment account................00.--6..e 600. 44.4 MOV —153.3 
1,530.4 1,394.0 —136.4 ; 


® Receiver General year-end balances in New York, London, Paris, Brussels and Bonn are at the 
Canadian dollar equivalent of exchange rates at March 31. 


+ 
t 
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The stockpiling of uranium concentrates account records the acquisition of 
uranium concentrates in accordance with contracts entered into with the ap- 
proval of the Governor in Council by the Eldorado Mining and Refining Limited 
on behalf of Her Majesty in right of Canada with certain mining companies. 
The balance at March 31, 1968 was $75 million, $18 million higher than the 
balance at the previous year-end. 


Cash in blocked currency 
_ The balance in this account was $2 million, the same as at March 31, 1967. 


Notes of Industrias Forestales, S.A. and Compania Manufacturera de 
Papeles y Cartones, 8.A., held by the Export Credits Insurance Corporation, 
and which were due in 1965 and 1966, could not be paid in accordance with 
their terms because the Chilean Government was unable to make available the 
necessary Canadian currency. An alternative scheme was devised whereby the 
debtors could make their payments on the notes. 


The Export Credits Insurance Corporation received the payments in 
Chile in Canadian dollars and the amount upon receipt was paid to the Receiver 
General of Canada into a blocked account established by the Receiver General 
with the Central Bank of Chile, the Government of Chile to pay interest of 6 
per cent per annum on the sums held in this account in dollars directly to the 
Receiver General of Canada in Ottawa. 


The Government of Chile agreed to the withdrawal of these funds from this 
account of 20 per cent of the deposits made to the account in 1965 in each of 
the years 1968 to 1972 and 20 per cent of the deposits made to the account in 
1966 in each of the years 1969 to 1973. 


Advances to the exchange fund account 


Advances during the year to finance the purchase of gold and foreign ex- 
change amounted to $1,508 million and repayments were $1,830 paillion, resulting 
in a net decrease of $322 million bringing the outstanding advances to $2,033 
million at March 31, 1968. 


During 1966-67 advances of $1,098 million and repayments of $1,439 


million resulted in a balance of $2,355 million at March 31, 1967. 


Investments in United States dollar securities issued by other than the 


Government of Canada 


This account includes the special securities issued by the Government 
the United States of America and purchased by Canada pursuant to apreotee ys 
made to carry out the Columbia River Treaty between the Coens of the 
United States and the Government of Canada. During 1967-68 peat oe 
the amount of $32 million were redeemed leaving a balance of $123 muon. 
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Also included at March 31, 1967 was an investment in bonds of the international 
bank for reconstruction and development, which amounted to $25 million. 


During 1967-68 these bonds were liquidated leaving a nil balance at March 31, ; 
1968. , go 


Canada pension plan investment fund Ader 0h ; ' 

The Canada pension plan investment fund records securities purchased | 
under the Canada Pension Plan Act and the sale of these securities. The amount i: 
by which the operating balance of the Canada pension plan account in any 4 
month exceeds the estimated amount required to meet all payments in the | 
following three-month period is available for the purchase of securities of partic-_ 
ipating provinces. Securities of Canada shall be purchased with the excess 
remaining after purchasing securities of each province as required. The holdings — | 
in the account at March 31, 1968 totalled $1,281 million of which $6 million was _ 
in federal government securities. 


PRES Pe. ea 
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TABLE 66 RBC 000s SF, a 
(in millions of dollars) 4 ; 4 
9 
Balance at March 31 FS a 
CANADA Pension Pian Investment Funp eae tes ie 
eee v 1967 decrease (—) E 
preliminary , 
“a 
Securities of— ang ; 
Mewtoundiand (74) yc Alton ake iene as an 23.7 hsb 12.0 pee 
IN Gre Scotia s')4J ta. hone Onna aaa enn aes 47,9 22.6 DiS gatetet: 
Pirnee Wd ward dsland’ 1. ! Wh teas ey dad aie eee 4.3 2.0 2.8 | 2 
Meow Grunswick:. yn sh. oS ee ee 37.0 Mies 19.3 ie: ; 
To ear OPN AA Cees fee ania ie WL. & 252 0.4 bee 1 
OMPAtIOS unit i@rp bhi. oh ataens Gla ae ene eae 728.6 352.7 | 375.9 = 
Manisoba ios sek yugeauen hein ey eee he ee 76.4 37.0 — 39.4 
Maskatehowan. ..ncuc\. i. Ae eines, Coyne Ree ie eee 55.6 25.9 207 
pa berber eh art hia tuted ed yea event ea Oak nea 113.3 54.1 59.2 
British Columbial 0c) ee 0 ee ees 5 ona 186.1 SO 15 aes 96.6 
Revelnment of Canada..0...0 5:1, (ane a eee ae 5.7 1.9 3.8 is 
1,280.8 615.5 665.3 ; 
Investments held for retirement of unmatured debt : 


Recorded herein is $7 million of the 53 per cent loan issued August ly 106258 


and maturing August 1, 1980 and $1 million of the 53 per cent loan issued — 
February 1, 1966 and maturing August 1, 1980. 


Sra ia aN 

, ent in, Crown corporations 
ve stments in this category totalled $7,939 million, an increase 
ver the total at March 31, 1967. 


fuk 
4 


TABLE 67 


(in millions of dollars) 


= 


Balance at March 31 


'VESTMENTS IN, Crown Corporations ————H_____ eae 
Pe i 1968 decrease (— 
as (preliminary) 1967 aah 
ec) Sia 
zy of (Cengage Lip iamrgesye ie ph ane ta nee ce sean te 32.9 
Insurance Corporation. ........0..eeeee eee 29.4 29.4 
BO ee) oi. c.g sue sce yerass 5.0 5.0 
PICLCAS UIE GORDOL ATION. .i.\- eran sates crass «iste evo8 9.0 9.0 
,Commercial Corporation............6..sseee sere 16.5 10.0 6.5 
Dairy Commission. ........-...2 2c eee een eee 22.2 0.1 22.1 
A Crabs t 1,613.9 163.2 
8.0 7.4 0.6 
1,785.1 1,621.3 163.8 
52.4 49.8 2.6 
e Breton Mevelopment Corporation... 6.2.20... 2. teeees 9.1 9.1 
Central Mortgage and Tausing WOrporavion an. yeti) s2 sere 3,575.4 2,941.5 633.9 
Eldorado Mining and Refining Limited..............-..+++- S22 8.2 
Export Credits Insurance Corporation...............00280e 199.1 164.4 34.7 
Farm Credit Corporation. ........ 0. s.6ee see e eee eee ee ees 921.7 752.5 169.2 
National Capital Commission—excluding Greenbelt........ 37.4 Ove 0.3 
National Harbours Board.............s sss eecee essences ) 2500 2228 PHO 
- Northern Canada Power Commission.........-...+++++++5 33.6 30.7 2.9 
Polymer Corporation Lit aoRN Rete alte os GAPE Eade Great ea 30.0 30.0 

‘The St. Lawrence Seaway Authority— 

5 rere Cs oe tac Sein vareininiels env dip oe vibes ete va niaiee nine es 362.9 345.4 17.5 
TOYS ipiaeie iaverestts 4 Gant CAR ne 96 tones opr agora audio gon 54.5 47.8 6.7 
ene ETC ORT STR aye deerme Aewte aiereitle oldie’ elnis 75.0 72.5 2.5 

es 492.4 465.7 26.7 

Recovery likely to require parliamentary appropriations— 
i Canadian Broadcasting Corporation. .............+++00% 74.1 55.7 18.4 
Canadian Corporation for the 1967 World Exhibition.... 205.0 175.0 30.0 
National Capital Commission—Greenbelt...........++- SUNT 37.2 0.5 
A eee 316.8 267.9 48.9 

AT ky 

Crown Corporations.......-.s.sceeecceneeseenecrenes ie te 0.1 
7,939.4 6,728.6 1,210.8 


Energy of Canada Limited 
Mi There was a balance of $139 million in this account at March 31, 1968 
ting of an investment of $15 million by the government in capital stock 
ns of $124 million of which $70 million was in respect of the Douglas 
rating station. Comparable amounts at March 31, 1967 were $106 
sisting of $15 million in capital stock and loans of $91 million of which 
n was for the Douglas Point generating station. 


“ 
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4 
There was no change in the advances for working capital during 1967-68, : 

the balance remaining at $9 million at March 31, 1968. During the year advances : 
to the corporation for the purpose of capital expenditures were $18 million, 
bringing the total of advances to $74 million at the fiscal year-end. Recovery of 


these advances is likely to require parliamentary appropriations in subsequent 
fiscal years. | 


Canadian Broadcasting Corporation 


Canadian Corporation for the 1967 World Exhibition 


This account records the acquisition of securities issued by the corporation 4 
in accordance with the Canadian Corporation for the 1967 World Exhibition 
Act. The balance in the account at March 31, 1968 was $205 million compared 
with $175 million at March 31, 1967. Recovery of these advances is likely to 
require parliamentary appropriations in subsequent fiscal years. : 


Canadian National Railways (including Air Canada) 


Outstanding advances to the Canadian National Railways at March 31, 1968 
of $1,785 million were $164 million more than the balance of $1,621 million at the — 
previous fiscal year-end. 


TABLE 68 


a. a : 


(in millions of dollars) 
a z 
Balance at March 31 


Increase : 
ADVANCES TO THE CaNADIAN NationaL Ramways —_ or = 
1967 decrease (—) 
(preliminary) a 
a SS j 
‘ 
Capital Revision Act, 1952— a 
Freferted shock v3.07 iis sk cep ok oe 1,105.2 107532 30.0 ; 
wenty-year obligation wen.) ci oede ohn, een 100.0 100.0 
Financing and Guarantee Act, 1960......................... 27.0 27.0 
Financing and<Guarantee Act, 196i. ses anny eens einen 28.4 28.4 
Financing and Guarantee Act, 1965 and 1966................ 50.0 40.0 10.0 
Financing and Guarantee Act, 1967......................... 27.0 27.0 
nterim financing of income deficit 1968..................... 13 13.0 
Retunding Act LO5h i417. ecne ses ey Ee ene ee 395.3 323.0 12.3 
Loans for maintenance, repair and acquisition of passenger 
EGUIDUIONIE nie sete is olen oc eee tan ee ee ee 2.9 360 —0.4 
Temporary loans—acquisition of bonds...................., SS 11.3 
anadian Government Railways.........................., 17.0 17.0 
PRP NOARAGA TS, FFs cod Noes tcf Ne aan ee a ae ee 8.0 7.4 0.6 
785.1 1 6213 163.8 


en EE 


During 1967-68 the government made available $211 million to the company — 
and received repayments of $47 million, resulting in a net increase of $164 


million in outstanding advances. In 1966-67 advances were $149 million and _ 
repayments were $21 million. 


r 


ms 
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TABLE 69 


oi (in millions of dollars) 


=X : : Fiscal year ended 
ADVANCES To, AND REPAYMENTS BY, THE aie actiaus as aS see 
= CaNaDIAN Nationa Rattways 1968 decrease (—) 
EY (preliminary) 1967 
Pky 
carves. : 
: DEC MeP OMIA RVOL COD. soup eee ete see ce cess ees (PAR) 
Financing and Guarantee Act, 1965 and 1966............ 10.0 40:0 30:0 
Financing and Guarantee Act, 1967.................004- 27.0 f 27.0 
SESE en Boe: repair and acquisition of passenger equip- i 
ment. 
es OOS aac aea ene = MES Gai ine apis Gnaeate pares 383 —3. 
" Temporary loans—acquisition of bonds................5 11.3 i 3 
For interim financing of income deficits— , 
_ Canadian National Railways................--s00-+ 48.9 16.0 32.9 
Be MAR se tee ae pinic tines sto cin Bee cnc sees cinvess 11.6 8.4 oy 
mE 5 Cola hic ee a Ae en 181.1 117.7 63.4 
Purchase of 4 per cent preferred stock (C.N.R. Capital 
STOMA UMD) aeigeie ste clsecidis S clot Sisttiers sie a.cie's eusisie als 30.0 30.9 —0.9 
211.1 148.6 62 
Repayments— : 
Maintenance, repair and acquisition of passenger equip- 
MAVEN), 4 ons Spouse th BGR OO REE CROCE ora aneiogt: —0.4 —0.4 
Advances for interim financing of income deficits— 
Canadian National Railways.............0.-ccees: —35.9 —16.0 —19.9 
ANite CESTGY6 BRUSe nae 26 SRD ODODE IE OOD OCU Donen —11.0 —5.3 —5.7 
Payges —21.8 —26.0 
Net increase or decrease (—) during the fiscal year......... 163.8 127.3 36.5 


‘ 
R 
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‘The balance of $3,575 million in this account at M 


De se eo eee eS 


In 1967-68 the government advanced to the company $121 million for 
capital purposes and the refunding of debt in the hands of the public. 

To assist the company to finance further capital expenditure during the 
year, the government purchased $30 million of the 4 per cent preferred stock of 
the company. This stock is issued under the authority of the Canadian National 
Railways Capital Revision Act, 1952, in an amount equal to 3 per cent of the 
gross revenue of the company. 

The government provided the company with temporary loans of $36 million 
in respect of its 1967 deficit which were repaid when the company’s income deficit 
of $36 million was charged to the 1967-68 budgetary expenditures and $13 
million in respect of its 1968 operations. 

At March 31, 1967 temporary loans of $7 million were outstanding to Air 
Canada in respect of its 1967 operations. An additional $4 million was advanced 
during the year for its 1967 operations. These were repaid by the company 
during 1967-68. However, additional loans of $8 million were made in 1967-68 


in respect of the company’s 1968 operations. 


Central Mortgage and Housing Corporation 
arch 31, 1968 was $624 


million higher than at March 31, 1967, and comprised the Crown’s investment 
550 million in loans and 


of $25 million in the capital of the corporation and $3,5 
advances. 
~  96069—13 
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Loans and advances to the corporation during 1967-68 were $767 mill yr 
and repayments were $133 million. In 1966-67 advances were $615 million and 
repayments were $126 million. eee ae ae 


Advances comprised $680 million for direct lending and limited divi 
housing, $14 million for federal-provincial projects, $29 million in respect 
municipal sewage treatment, $48 million for university housing and $1 million 


a1 &F 


for urban renewal. f - 


Repayments of $133 million included $100 million for direct lending and 
limited dividend housing, $3 million for federal-provincial projects, $15 million 
for the loan and mortgage purchase fund, $12 million for sewage treatment and 


$2 million in respect of acquisition or construction of real estate. 


TABLE 70 


(in millions of dollars) 


Fiscal year ended 


March 31 
ADVANCES TO, AND REPAYMENTS BY, CENTRAL 
MortGace aNp Housing CorPoration 1968 : 
(preliminary) 1967 
Fe Eee al hs a el 
Advances— 
Direct lending, limited dividend and public housing.... 680.5 499.0 
Sewage:treatment projects sas). a. ee ee ee 29.1 46.3 
Univyersityahousine projectssu nasa ee ee ee 42.5 Sibel 
Federal-provincial projects.2....i¢) 5.05.08 od, 2d 14.0 21.5 
Loan and mortgage purchase fund...................... 16.8 
Urban renewalleves soci on de le ened naa 0.5 
766.6 614.6 
Repayments— 
Direct lending, limited dividend and public housing.... —99.6 —86.5 
OwaAge treatment, projecus..ansei. kee eae eee —12.4 —17.5 
University housing projects........!s..o0.0.0bo0. cig —0.6 —0.5 
Federal-provincial projects*..-.c. .,..00).4 ae ee —2.9 —4.0 
Loan and mortgage purchase fund..................... . —14.9 —14.5 
Acquisition or construction of real estate............. rae —2.3 —3.0 
—132.7 —126.0 
633.9 488.6 
Export Credits Insurance Corporation a 


ge ie a. 
The outstanding balance of $199 million in this account at March 31, 1968 
consisted of $5 million for capital stock, $5 million for working capital and $189 
million for loans under section 21A of the Export Credits Insurance Act. This 
section of the act authorizes the making of loans, on security of a guaranteed 
instrument, to the corporation by the Minister of Finance. Comparable amoun 
in 1966-67 were $5 million for capital stock, $5 million for working capital a nd 
$154 million for loans. ee 


- 


ve Oe ee 
* Cees 
Sait ara Be tes 

ent provides loans to the corporation which makes loans on 
C1 . The balance of $922 million in the account at March 31, 1968 
: Cro n’s investment of $36 million in the capital of the corpora- 
lion in loans and advances. At March 31, 1967 the balance was 
ting of capital investment of $29 million and loans and 


illion. 

transactions in the account. consisted of additional subscrip- 
vernment of $7 million to the capital of the corporation, loans 
of $195 million and repayments by the corporation of $33 million. 
2dditional subscriptions were $6 million, loans and advances were 
n and repayments were $25 million. 


Ss 


‘apital Commission 


ans to acquire property in the “Greenbelt” area increased by $1 million 
the year bringing the balance to $38 million. Recovery of these loans is 
J to require parliamentary appropriations in subsequent fiscal years. 

oans to acquire property excluding the “Greenbelt” area totalled $37 


Se 


at March 31, 1968, the same as at March 31, 1967. 
KS z 


t. Lawrence Seaway Authority 

Outstanding obligations in this account at March 31, 1968 amounted to 
} million and comprised $363 million in interest-bearing loans, $75 million 
. interest-free loans and $54 million in deferred interest. At March 31, 1967 
outstanding obligations were $465 million consisting of $345 million in interest- 
bearing loans, $72 million in interest-free loans and $48 million in deferred in- 


_ terest. 


Other Crown Corporations 


Advances to the Canadian Commercial Corporation increased by $7 million 
during 1967-68 and advances to the National Harbours Board increased by 


$28 million. 


ans to national governments 


There was an increase of $4 million in this category bringing the total 
‘bal: o $1,206 million at March 31, 1968. 
c: re he Kingdom repaid $19 million of the $1,185 million loan made 
“under the $1,250 million credit authorized by the United Kingdom Financial 
Agreement Act, 1946, reducing the principal to $957 million at March 31, 1968. 
~ Advances under Part II of the Export Credits Insurance Act to Belgium, 
rance and The Netherlands to assist them in the purchasing of goods in 
ida were reduced by a repayment of $2 million, bringing the balance at 
+h 31, 1968 to $120 million. The decrease of $2 million is the regular eae 
ment. by the Government of Belgium. There were no repayments by y ‘i 
nments of France and The Netherlands as each of these countries ha 


dvance payments in 1962-63 covering instalments up to and including 


instalment. 
i 
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Loans to India for the purchase in Canada of aircraft and associated spare 
parts at $1 million were $3 million less than at March 31, 1967. oe. 


The special loan assistance—developing countries account is an account 
which records loans which are subject to terms and conditions as the Governor — 
in Council may approve, for the purpose of undertaking agreed-upon economic, © : 
educational and technical projects. The balance in the account at March 312 
1968 was $44 million, an increase of $29 million over the balance at the previous 
year-end. 


TABLE 71 f 


(in millions of dollars) 


ta ae 


Balance at March 31 


Increase 
Loans To NationaL GOVERNMENTS ee or poe 
1968 1967 decrease (=), Zp 
(preliminary) aa 
Loans to United Kingdom— <i See 
The United Kingdom Financial Agreement Act, 1946... 957.0 976.2 —19.2 “G 
Deferred interest? practenchh oe eee oe eee 83.0 83.0 \ sy a 
; 1,040.0 1,059.2 -19.2 
Loans under the Export Credits Insurance Act, Part II— é, : . 
SL FAD co ner eM a OE Ne eRe ETO ha na i oe 20.8 ayy | —2.3 — 
ANC Girtee NiaiarS cl dan Yb vc tie Seok wide aes AO ee ee ee eee 67.0 67.0 § 
he Nesherlands 2.4 tno) og cinane ere eee ee 32.1 321 2 Let 
119.9 123-2 eo ee 
wits 
Special loans to Colombo plan countries to finance the pur- 
chase of wheat and flour from Canada— ee 
Coylony: otras a peep acta ein oe ce se ee Ee OFS — 0:3 ae 
Miscellaneous loans and advances— ‘ ; 
India—loan for purchase of aircraft and associated spare a 
Shs Baeeey Cee ee Re Cee ga OS ND 1.3 4.0 —2 1 eee 
France—interim credits—consolidated interest.......... One 0.7 : 
Special loan assistance—developing countries............ 44,1 15.0 29. ale : 
OUD OEE. go Gag LG do hice ane eh ee 0.1 0.2 —0.1 
46.2 19.9 26.8 
1,206.1 1,201.6 


Other loans and investments 


Balances in these accounts totalled $1,946 million at March 31, 1968, $232 
million more than at the end of the previous fiscal year. 


to +. f — 
ye: ; Tae ihe 
x“ (Gin millions of dollars) 


S$ AND INVESTMENTS — 


ate 


Balance at March 31 


Tnerease 
or 
decrease (—) 


fers : (preliminary) 1967 
—— — ak IIE a IRONS 
va. of, and working capital advances and 
nternational organizations— 
criptions to capital of— 
Ikea OR ial ceat 6 ape a a a 5.4 2.7 2.7 
Le tional: bank for reconstruction and develop- ; 
3 dg Sash: SSS Dhue ie) eee eld 6 Je 6 0 2 «010 @ 6 © 0.8 8 0 ee te tec eeticeve 
1ational development association.............. os 4 77 15 
tional PMANCECOPPOLAUION 4.2 .ms.c,ces2 eee ss 3.5 3.5 4 
fonalmonetary {pid’.\.........¢/ 00.56. .-- 782.7 (e2at 
ital advances and loans to international : 
ations. . PEPE cst feas \ariyiialalstin 80s is ek oeeyee ss 7.3 7.6 —0.3 
969.6 952.2 17.4 
222) GSO Mate. 2 PM oo se tat cake cite Maes 4.9 5.4 —0.5 
216. ODORA AED GOT On ORO CEO Ore Coe 9.4 10.3 —0.9 
BPE RPI Se Eten eae, ches glans ene cdl cele sie a ctdsictes et 10.8 9.5 1.3 
WIM fe OL ses dinicwinie'g tie wasp tis 45.2 es168 13.4 
o'pa Ach Cir: OOo Te OCDE IO AIA TS Carre ceneoe 30.4 ibae/ qd 
sos Bese pee oD AEG CAOSO ED OE tiGe cco tere 38.4 22.4 16.0 
Sp OCA REECE SOO Oo DOr Oe Ceo eee 0.5 O25 
ov ole 9 Bp SEESUER COB OT EOD ELI CU ee ne aera rs 18.9 18.9 
(ONES SE a a 29.2 26.4 2.8 
a Vy ES ea 123.5 64.2 
EUEIGHEENG GeittT) Clee: oP ettee seh iaraie ts ele e eliewrs ce sres ole sinha oye che 406.2 333.8 2 
serve for conditional benefits................0+0s0005 —23.3 —22.4 She 
a 382.9 311.4 71.5 
al development and loan board:advances.........2. 280.6 236.3 44.3 
reserve for forgiveness of indebtedness................. —0.2 —5.1 4.9 
280.4 23102 49.2 
PASRictedepaSsare SCUCIMES « .c.ocacies cine sue bebiocise oe sis ines 1322 inet Dat 
Balances receivable under agreements of sale of Crown 
“RISES adb sags abt aabGddine™ Grodhoor Ucar Sacoby soodoodr 1.3 2 0.1 
City of Montreal— 

PNT EPS TR UADS O eele SEBO. ee anetriae BeiGo OtOr Oe shad oc c Mere 1.8 —0.1 
fies} yh] BiGvaman 4AIUeNaVS) ton, on orate WOOO HOM olglice aACOO Ee 0.9 1.0 —0.1 
Beemen@ xt Of WinitChOrse. csc: yee eve cide es se sone eal eins 1.8 1.9 —0.1 

Construction of dock and rail facilities for Steep Rock 

TPaxoyae 1 bhavacid Dinesh ance by SRR hein One Apia oOeDo os EAauc 0.5 0.7 —0.2 

wn Assets Disposal Corporation— 

Government equity in agency account...........+.- 7.3 7.3 

efence plant modernization. ...........2eeee erence eee 10.2 10.2 
ominion Coal Company Limited..........----2+-++5s 4.5 4.5 

Fraser River Harbour Commission.......-.+.+++++++++5 aia ite =p 

Hamilton Harbour Commissioners. .....++++++++eeeres 3.6 sh 7 1.9 

ousing projects for Canadian forces........-+.++2+5++2: 21.6 20.5 Le 

Loans to manufacturers of automotive products in Canada 20.5 12.6 7.9 

pal Improvements Assistance Act, EQC8 cette etre 0.6 Ors —0.1 

orthwest Territories. .....-.....++++++0+ bse anegste cats 12.8 8.9 3.9 

ttawa civil service recreational association re W. 

‘Clifford Clark Memorial Recreational Centre...... 1.0 1.0 

onto Harbour Commissioners.....-.-- Sen: ee 1.4 iets —0.1 

wn of Oromocto Development Corporation.........-- Me Pe oe 

Mere ene. 8.6 BT 0.9 

an Ph 121.4 91,6 "Tier 2 ae 
& « 
likely to require parliamentary appropriations— 
k 4.1 —0.2 
~ Oromocto, New Brunswick sta ee. Dis ete Seer eee Ue Ree 3.9 | 
ee : 1, 945.9 1,714.0 "231.9 
ae ne ne 
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Canada’s subscriptions to the capital of international organizations 
$17 million higher due mainly to additional subscriptions of $15 million to + 
international development association. Working capital advances and loa 
international organizations at $7 million_were approximately the same as at 
the previous fiscal year-end. jn ae 


Loans to provincial governments totalled $188 million at March 31, 1968, 
an increase of $64 million over the total at the previous fiscal year-end d 
mainly to increases of $10 million in loans to Newfoundland, $11 million 
Nova Scotia and $8 million to New Brunswick pursuant to the Atlantic Px 
inces Power Development Act and to the setting up as loans overpayments 
$38 million arising out of payments made under the Federal-Provincial Ts 
Sharing Arrangements Act. 1, 


Ca ea 
The veterans land act fund was established by An Act to amend the 
Veterans’ Land Act, assented to June 30, 1965, to record advances made unt 
the Veterans’ Land Act, for the acquisition, by the Director, of proper 
buildings, materials, livestock, farm equipment and commercial fishing equ 

ment for purposes of the act, for sale to qualified veterans of world war 
Korea under sales agreements which carry specified conditional benefits if 
terms of such agreements are adhered to by the veterans, and for progr 
payments to veterans during construction of housing. Advances during the y 
of $103 million and repayments of $30 million brought outstanding advance 
March 31, 1968 to $406 million. This was partly offset by a reserve for co 
tional benefits amounting to $23 million, resulting in a net balance of $: 383 
million at the fiscal year-end. : nee 


AAS 
Under the Municipal Development and Loan Act advances are made 
the Municipal Development and Loan Board to provide financial assistance 
way of loans to municipalities to augment. or accelerate municipal capital w 
programs. Where the municipal project in respect of which a loan is mad 
completed on or before September 30, 1966, the board shall forgive pay 
by the municipality of 25 per cent of the principal amount of the loan. If 
project is not completed as at September 30, 1966, the board shall forgive 
per cent of that portion of the loan that has been advanced to the municip 
as of September 30, 1966. At March 31, 1968, advances totalled $281 millio 
an increase of $44 million over the total at March 31, 1967. These advances_ 
were partly offset by a reserve for forgiveness of indebtedness consisting of 
amounts charged to budgetary expenditure to cover 25 per cent of the amounts” 
of the advances. At March 31, 1968, there was a reserve of $200 thousand — 
compared with $5 million at March 31, 1967. “eee 


Miscellaneous loans and investments totalled $121 million at March 81, - 
1968, an increase of $30 million over the balance at March 31, 1967, due mainly — 
to loans of $10 million for defence plant modernization and an increase of $8 


million in loans to manufacturers of automotive products in Canada. ee 


Loans to manufacturers of automotive products in Canada were made in 
accordance with terms and conditions prescribed by the Governor in Council, 
to assist manufacturers of automotive products in Canada affected by the 
Canada—United States Agreement on Automotive Products to adjust and expand 
their production; such loans to be made for the purpose of acquisition, con-— 
struction, installation, modernization, development, conversion or expansion of 
land, buildings, equipment, facilities or machinery and for working cap 


Loans to these manufacturers amounted to $21 million compared with 
million at March 31, 1967. .% 


1 are the security holdings in connection with various deposit 
s and annuity, insurance and pension accounts. Bonds and 
eld in connection with contractors’ securities included in the 
tegory are also recorded under this heading. The balance at 
/ was $60 million, an increase of $9 million over the previous 


forces superannuation account, the public service superannuation 


an the Royal Canadian Mounted Police superannuation account and 
tanding unamortized loan flotation costs. 
alances in these accounts totalled $492 million at March 31, 1968 


with $582 million at March 31, 1967. 


oe See TABLE: 3 


(in millions of dollars) 


Balance at March 31 Increase 


DEFERRED CHARGES or 
decrease (—) 


name 1968 
(preliminary) 1967 
U mamortized portions of actuarial deficiencies— 

Canadian forces superannuation account............+++.- 187.6 260.2 —72.6 
Publie’service superannuation account........ Oo neepae 150.4 189.4 —39.0 
Royal Canadian Mounted Police superannuation account 15.8 11.0 4.8 

853.8 460.6 —106.8 
Unamortized loan flotation costs..... Gas eeemores siaclets 138.2 121.2 17.0 
492.0 581.8 —89.8 


ae 
— Unamortized portions of actuarial deficvencies 
At March 31, 1968 these totalled $354 million compared with $461 million 
‘at March 31, 1967, a decrease of $107 million. 
Any actuarial deficiencies revealed by quinquennial valuations are credited 
o the superannuation accounts and charged to this account and amortized to 
dgetary expenditure in five equal annual instalments commencing in the fiscal 
ear in which the report is laid before parliament. Also, the cost of benefits 
yavable under the superannuation acts as a result of the authorization of salary 
reases are credited to the superannuation accounts and charged to this account 
amortized to budgetary ae sas period of five years commencing 
h i ich the increase is authorized. 
ne Se ecod portion of the actuarial deficiency in the Canadian forces 
n ‘lion compared with $260 million at March 


67. During the year $73 million was amortized as a charge to budgetary 


; yee 
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The unamortized portion of the actuarial deficiency in the public service © 
superannuation account was $150 million compared with $189 million at March — 
31, 1967. During the year $22 million was charged thereto as a result of salary — 
increases and $61 million was amortized as a charge to budgetary expenditure. 4 
The unamortized portion of the actuarial deficiency in the Royal Canadian — 
Mounted Police superannuation account was $16 million compared with $11 _ 
million at March 31, 1967. During the year $8 million was charged thereto as — 
a result of the quinquennial actuarial valuation made as at December 31, 1964 and — 
$2 million due to salary revisions and $5 million was amortized as a charge to — 
budgetary expenditure. See 


Unamortized loan flotation costs (ee 


This account records the residual balances of discounts, commissions, — 
redemption bonuses and conversion premiums on loan flotations that have not 4% 
been charged to budgetary expenditures. The balance of $138 million was $17 


: 
million more than the previous fiscal year-end balance. 


; 


TABLE 74 - 
(in millions of dollars) 
—e6—“_»>“*naj‘e$yw=®w®"="$®w=>woooee eee 


“3 
: 
a 
Fiscal year ended March 31 
1968 i 
(preliminary) 1967 4 
4 


106.253 


UNAMoRTIZED Loan FLoration Costs 


Balance of account at beginning of fiscal year...........cccececccecece. 121.2 


New loan flotation costs to be amortized— 


egy 


Big Wreqele (0 6 6 @:0 lee € eee 0s 0s elas as ela tele 
 Sie}e 0 eve, 0/000 eels areie eee p © «ele» ole ie 
teh Ce we Ce OMe eee tee news Hie 
o suite 0 ate Slike 00 8 ee © 00 @. 0 ee Gere ele oe « 
CC erm ee eer cere es ovrerevresvens 
Se) 
2 5c9 *! We (6.050 (eae 0.8 0 6 0 lm ef ela (6.6 ale 
i ee i a ie er a ey 
Sle 00.0.0 0 ele 0 060 0 6b esp ee 
eee e eee c cee eres ecceeee 
bee 0 Cis: ‘ote (<6 w Bre ware vete.e Te) ba¥el og eta ele 
Smee e mere cern eeene 
tee ee were reese reece cces 


Bes STALE arene cee Joye eka eG tie, areveth ie sie slteiai wcstelacerede fate tens efenelia: aiaie eerste 


w 


OIE MW MNOBAWOHH HO ROO 


wy 


Sos 


— 
is) 


8a C10 ecole ‘ee ete) oe 0 eb o0la ele a ene 0 @ she le 

O¥ alate. dio \otel rele 0 ete 6.6 © aleleie: 6X6) 9 ere 0 els lala 
Sok. Rue\ORe (0 69 a cele: ose 1e:0 aheuete ele, alee iets? eleteng 
a avacae.#.siel.e, oie 6/0976 016) Bele e10)(6,i64 see) ale 
THe meee emer meee esr erses 
a 
pee re secre ser se er ces 
oA 9 e1@ 830 0g els 'ele ee) eleeheldis 
Ce i ie a ee arr 


Come ner eecer rece c esse eecee 


RerOomHeNpRO- 
WMNOMLWANDMHUBRE 


63.8 


fon} 


Increase or decrease (—) during the year 


Balance of account at end of fiscal year 


® Adjustments due to cancellations and additional issues of existing loans. 


se OT 


Cost of new loans issued during 1967-68 and ch 

eee 0a] : charged to t 
Beet to $64 million, of which $30 million was in beat of pee uae 
eure which will be charged to interest on public debt in 1968-69. Credits 
to t 1e account were $47 million, of which $26 million was a charge to the budget- 
7 eee annual amortization costs’ and $21 million (representing discount 
app icable to 1967-68 on treasury bills sold in 1966-67) was a charge to the 
. budgetary item “interest on public debt’’. 


__‘Treasury bills di 
Ss iry bills discounts applicable to the current fiscal year are charged to 
; es pect at time y ee That portion of the discounts appheable 
wee u ent fiscal year is charged to this account and i 

‘on public debt in the following eae unt and transferred to interest 


ate, 


Capital assets 

‘ Assets of the government such as land, buildings, works and equipment, etc., 
that are charged to budgetary expenditure at the time of acquisition or construc- 
_ tion, are included in this category and are shown on the statement of assets and 
liabilities at a nominal value of $1. 

pian 

3 Inactive loans and investments 

) _ Loans and investments which are not currently revenue-producing or realiz- 
_ able are recorded herein. Included are the loan of $49 million to China under the 
Export Credits Insurance Act, loans totalling $24 million and $7 million made 
to Roumania and Greece, respectively, in 1919-20 and 1920-21 and advances of 
$15 million in respect of the implementation of guarantees (Ming Sung Industrial 


Company Limited). 


~ 
“ 


Reserve for losses on realization of assets 
There has been no change in this reserve since the fiscal year 1956-57. The 
balance at March 31, 1968 was $546 million. 


Net Dest 


The net debt of Canada, or the excess of liabilities over net recorded assets, 
was $16,757 million at March 31, 1968 compared with $15,965 million at March 
31, 1967. The increase of $792 million reflects the 1967-68 budgetary deficit. 


THE CASH POSITION 


The government’s bank balances represent current deposits to the credit of 
_ the Receiver General of Canada in the Bank of Canada, chartered banks in 
Canada and certain banks in London, New York, Paris, Brussels and Bonn. 
These balances totalled $1,015 million at March 31, 1968, an increase of $201 
~ million over the balance of $814 million at March 31, 1967. 
The cash position of the government is affected not only by budgetary 
transactions but also by changes in the government’s unmatured debt and other 
non-budgetary transactions. Non-budgetary transactions are those which affect 
the government’s asset and liability accounts and must be taken into account 
when considering the full scope of the government’s financial operations and their 
effect on the economy of the country. 
96069—14 
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On the asset side, the non-budgetary transactions consist, for the most part 
of loans and advances to, and repayments by, Crown corporations and 
government agencies and funds (including the old age security fund), natic nal, 
provincial and municipal governments, international organizations, veterans an d 
other borrowers. On the liability side they relate mainly to receipts and payments : 
in connection with the many deposit and trust accounts, and annuity, insurance — 
and pension funds held or administered by the government. >. pat 7 


ee 

The following statement summarizes both the budgetary and non-budgetar 
transactions for 1967-68 and indicates how they affected the government’s cash. 
position. For purposes of comparison the corresponding figures for 1966-67 are 
also shown. = } ogee 
TABLE 75 1 ai 

(in millions of dollars) - 


Fiscal year ended March 31 i : 
CHANGES IN CasH PosiTION 


1968 rae 
(preliminary) aus fost 
Fa eon ea a i a a a Pee ba CRE! MS SL de 
Budgetary transactions— : 

IRE Venue aye ttee cie sce aha ty tae era ee nea 9,076.6 8) 008.ane = 

Expenditure sac. sense con ee, He ee ene —9,869.0 ‘ —8, 7 

TGA Ct ARY a oens cee apt Re teh —792.4 “ 

Non-budgetary transactions (excluding unmatured debt 
transactions)— 

Receipts and credits (net)... ..% «.-. co. cae eee 2,415.1 2-043 aie ce 

Disbursements and charges (net)..................... —2,209.9 —2,152.7 ; 

Net amount available from or required for (— ) non-bud- = 
LClAUVALTANSACDIONS) 1c erecta ee eae 205.2 

Overall cash requirement to be financed by increase in a 
unmatured debt or decrease in cash balances. . —587.2 : 

Net increase in unmatured debt outstanding in the ms 
hands of the public— 

Unmatured debt— ; sa, 
Canada savings bonds... /o.+ sce oes 80.1 283.2 
Marketable issued. 2). 20 eee 349.8 269.4 
PreAastiry bills ses. s ci puget oe eae ee 170.0 160.0 
Special issues— 

-“ Unemployment Insurance Commission........ 36.0 116.0 
Canada pension, plan. Wiese: cue oe ee 3.8 1.8» 
abe iy 639.7 830.4. 
Securities investment account...........cc0eeeccee0.5. 153.3 —116.2 
Investments held for retirement of unmatured debt.... —4.9 — Oe 
788.1 
Net increase in Receiver General Bank balances....... 200.9 


<a 
ge in practice was introduced whereby revenues arising from Royal Canadian % 
es were credited thereto. For purposes of comparision 1966-67 figures have i. 
In 1967-68 a deficit. of $792 million in budgetary transactions and net 
receipts of $205 million for non-budgetary transactions (excluding unmatur 
debt transactions) resulted in a net cash requirement of $587 million for th 
fiscal year. As transactions in unmatured debt during the year resulted in an | 
increase of $788 million in outstanding unmatured debt as at March 31, 1963%= 
Receiver General bank balances were increased by $201 million. In 1966-67 


Nore: In 1967-68 a chan 
Mounted Police expenditur 
been adjusted. 


a) 
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oe budgetary deficit of $422 million and net disbursements of $109 million 
or non-budgetary transactions resulted in a cash requirement of $531 million. 
S outstanding unmatured debt increased by $711 million, Receiver General 


bank balances were increased by $180 million. 


Non-budgetary receipts and credits (excluding unmatured debt transactions) 
Non-budgetary receipts and credits of $2,415 million in 1967-68 included 


$1,137 million in respect of annuity, insurance and pension accounts, $379 


million in repayments of loans, investments and advances and $899 million in 


sundry other accounts. 


Further details are given in the following table: 


TABLE 76 


Gin millions of dollars) 


Fiscal year ended March 31 
Non-BupGetary Recurrts anp Crepits (Nzr) 1968 
Sy < 1967 
(preliminary) 
Repayments of loans, investments and advances— 
Investments in United States dollar securities issued by other than the 
Chow@ia a Paaik el CERI 6 BE 08 One cia eke RSI ene ener ecee otis 57.4 (22 
Rete MFCM CRAG COMMU erste ree Stcrcteinte sis - soo cha felvitene vie o(F ale eisieie ales « ealsih~ aol. f 341.0 
879.1 848.2 
Annuity, insurance and pension accounts— 
Superannuation accounts— 
Public service......... cet e.0 8,5, 5 Rew eae cee Brestae bee Tea EARS 186.3 299.1 
(Chan meanullipual LOCOS oe ce Rhee, Dok SOE eae ORME I TELE ke necator ae 146.3 392.8 
Royaeeanardean MOUNteH POLICE, . 65... ices dello ste «tials aie g es PRs 19.6 19,7 
(Canevley paiva elie yeoeihne sae ae ae Goce Gimeno ibn diate Shani ori D 671.9 591.5 
MO Le a OTR CClITal fee IL Cee PARENT Me Dehetre site Faron s, « Nn nest io(esers Spar adbee eiePelcie = oxaheredesr 106.5 212.6 
‘Ovp ies? <A ue as ee ic a a he Re ST eee ae 6.5 Fees 
ihe Scot ng! Looe OC. 
Other receipts and credits— 
NEPISIMLOTO STE OSIM UNOLESS..sciie cefme elebitielss Sine ls a: ois. a pic isTerens el eie'e eleva 450.3 111.0 
Outstanding treasury CheQues.........2--cccn ects eset ere eeeereennes 44.8 49.7 
PC MESES VA Ol Caaeices ca tate cheieis vioicinie isle cise s sie ofels a/cualshnie'g «© viewmueinle «alge wes 65.7 74,2 
EE POSTRECALC eee Marg Ne tools Prive «eae sickens © syeie =\eyn oak bie aseleiein 29.1 31.9 
Wniperestiaue ald OUtStANGING..... sc. s.e wesc nese ee ens ene eee awe noes ence 50.3 0.4 
Canadian Commercial Corporation—special deposit............+.e.05- 38.2 
GonadianeMairy. COMMISSION: 525i... e ee eee rem eee cee ete cues e ence 25.2 : 
Provincial tax collection agreements account......... 6. cece eee eee eee ee Dita ts 26. 2 
Undisbursed balances of appropriations to special accounts............, 16.5 25.4 
Refundable corporation tax......... 0... e ete eee tenet een nee 39.1 196.2 
OE TCINETIOG ESO eter ae © nin bcs ole.syssincies olsclaets cele ssieie bie alsin mene blelen 7.1 4.7 
Surplus Crown assets (National Defence)..........--++-+eee reese eee 6.8 aie? 
MM ErECEGIATOCS tec once cere etigi eons een nee ne me meirle mee Heres ee Foe 
TEE TEACAG IS RE eee o Siads ace vise arlele vis s sistas © ele o.vwele o sieje wie eefensie) sees pie” 5.0 io. 
NISC MANCOUSH Mee eos cc ele sco eens vase cme eee eee aie 19119 
2,415.1 2,043.1 


Non-budgetary disbursements and charges (excluding unmatured 


transactions) 


Non-budgetary disbursements and charges of $2 
included $1,476 million for loans, investments and advances 


in other charges. 
96069—14} 


debt 


,210 million in 1967-68 
and $734 million 
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Further details are given in the following table: 


TABLE 77 


Gn millions of dollars) 


Non-Bupgetary DispuRSEMENTS AND Cuaraes (Nev) 


Loans, investments and advances— 


ee eens 


THE PUBLIC DEBT 


Gross and net debt 


The gross debt of Canada, or the total of liabilities as recorded on the  __ 
statement of assets and liabilities, was $32,926 million at March 31, 1968, an 
increase of $2,586 million over the total at March 31, 1967. The main changes 
were increases of $1,137 million in annuity, insurance and pension accounts, 
$640 million in unmatured debt and $639 million in current and demand 
liabilities. Unmatured debt at $20,580 million represented 63 per cent of the 
total and annuity, insurance and pension accounts at $9,053 million represented 
27 per cent. At March 31, 1967 unmatured debt was $19,940 million or 66 per 
pension accounts totalled $7,916 million or 


cent and annuity, Insurance and 
26 per cent. 


Fiscal year ended March 31 ; 


8 
(preliminary) 


bo We we 
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The government’s net recorded assets were $16,169 million at March 81, 
1968 an increase of $1,794 million over the total at March 31, 1967. The main 
changes were increases of $1,211 million in loans to, and investments in, Crown 
corporations, $665 million in the Canada pension plan investment fund and 
$232 million in other loans and investments and a decrease of $322 million in 
advances to the exchange fund account. Loans to, and investments in, Crown 
corporations represented 49 per cent of the total and advances to the exchange 
fund represented 12 per cent. At March 31, 1967 loans to, and investments in, 
Crown corporations were $6,729 million or 47 per cent and advances to the 
exchange fund were $2,355 million or 16 per cent. 


The net debt of Canada was $16,757 million at March 31, 1968 reflecting 
an increase of $792 million, equivalent to the 1967-68 budgetary deficit. 


TABLE 78 


STATEMENT or Pusuic Dest, UNMATURED Dest, Net RucorpEp 
ASSETS AND Ner Dest or CANADA 


(in millions of dollars) 


Gross Public Debt Less Increase 
net Net in net debt 
As at March 31 Unmatured Other Total recorded debt during 
debt liabilities Ae assets fiscal year 
eee ae RNaE ear, Saat Aaa 18, 740.1 Wal Sose 25, 923.4 10, 853.3 15,070.1 1,150.4 
LOG Deere abt cate see ro Cet 18,978.2 7,585.7 26, 563.9 11,059.5 15, 504.4 434.0 
LOGE FEE Aetocy \oss Ae oRte sow keer 19, 109.8 SEO Lome 27, 482.9 11,939.5 15, 543.4 39.0 
ESO Seat hate MDS oat teria 19,940.2 10, 399.9 30, 340.1 14, 375.2 15, 964.9 421.5 
1968 (preliminary).......... 20, 579.9 12, 346.4 32, 926.3 16, 168.9 16, 757.4 792.4 
GROSS AND NET DEBT NET DEBT AS AT MARCH 31 
Billions of Dollars Billions of Dollars oe 
E Fiscal Years Ended March 31 ~ 140 feria 20 
[Si 
<I vl 
5 
0 


1964 65 66 Cyph* ce 


* Preliminary 


“ 
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Camatieed debt srg 

Total unmatured debt of $20,580 million was $640 million more e tha 
‘balance at March 31, 1967. 

The government? s holdings of its own securities as at March 31, 19¢ 
comprised of $44 million in the securities investment account (of whi 
million was Canada savings bonds held in respect of the employees inst: 
purchase plan) and $8 million in investments held for retirement of unm 
debt. This was a decrease of $149 million from the previous fiscal year-end 
when holdings were $198 million in the securities investment account (of 
$36 million was in respect of the employees instalment purchase plan) a 
million in investments held for retirement of unmatured debt. “2 ye 

Of the total unmatured debt, $20,420 million is payable in Canada and 160 
million in New York. Securities payable i in New York have been valued cat the 
official parity rate of $1 U.S. =$1.08108 Canadian. ae gi 


TABLE 79 
(in millions of dollars) 


UNMATURED Dest TRANSACTIONS 


AIAN Ose DELIUNIN OL VAT, auers.c yas © cucistsiesdisie ithe ottrane?s aa, eee oue cerns 

New issues— 
Canacdausa vines bonds! SCL1CS; 20) %rs.5 51. ane, peleiieleles Galore aausiec crerinreeeeene 
O@anadaisavingssoonds:setios: alk... «ec eresieetieisekd oecaiclo a sale 
@anadarsavings bonds series: 22)... ¥ia. a... sateen, diy cia eee eee o 
IMarketablenbon dst so ayaarid -eok. Bis Siete neem Seber eee ae aero 
Non-marketable bonds (Unemployment Insurance Commission). . 
Non-marketable bonds (Canada pension plan)..................0-. 
SPREASUTY MOUS CHE) leerctr tee ces ote e CORRES ene or See eee 


Maturities and redemptions— 
Matured mmaarketails] es bOndSterscm, mastic tomtom ae eee —1,680 


Canada savings bonds redeemed or matured.............-..--e00- —1,403 


—3,374 
increrecin-unmiatured debt. ss, Jug. ccmeh den. ae ee ee eee 640 
Balaricaatend olyeares cost con et Scene 8 Shace SORE 20, 580 
Summary of security issues, maturities and redemptions soe tae 


we: 
Excluding the retimaiie of treasury bills which mature weekly, the govern-_ x 
ment issued securities of $4,014 million and redemptions and maturities totall d % ee ; 
$3,374 million. ex 
Net sales of Canada savings bonds series 22 were $1,404 million’ aie 1 
additional sales of series 21 (Centennial Series) were $79 million. Redemptions _ 
and maturities of series 10 to 21 totalled $1,403 million. The net increase for all — 


series was $80 million bringing the total of outstanding Canada savings bonds to as 
$6,096 million. pa oe 


Treasury bills increased by $170 million to $2,480 million and consisted c f > 
$1,575 million in three-month bills, $780 million in ges nes bills and $125 


million in a 364-day bill. 


: 
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TABLE 80 


(in millions of dollars) 


Dest Matured or Repremep DurinG THE Fiscan Year ENpep Marcu 31, 1968 


— Matured Redeemed Total 
Marketable bonds— 
Te 45% ODN 05-0 (at aM NAE Sh ae on foe ME cco ee AT 9 275.0 275.0 
TELA OURAN eee snk tis es ont ASAD 100.0 100.0 
a 44% LODZ OSM PE IO erie: cas Maes bonce Fan AT li 250.0 250.0 
fe GULO OHO CeO (MT Nese Ne sor is ook ene Shc chen balls CT 14 250.0 250.0 
Em DA OO RET Men Aon Fh) cache Bole Sennen Cie.8 130.0 130.0 
Pee OORT OR Iso Se sate Pow Owe oie CT 18 50.0 50.0 
(SOP NRE A a BSc She rn en ae ae CH25 170.0 170.0 
LON Gan ER RO cre, Lis slolste ince Gu isis aevele Save Fr 1 155.0 155.0 
ISG TIRE OVE oOo Sa Re ea cons a aaa | eee! 175.0 175.0 
Pee aL Oe Oe om oe ae eicicee tia saicls chs di cssilisteseuots we a.¥)s. = ) ead 125.0 125.0 
Pe et OAD STATON NR ORNs 6 Saas wthaatele ce he ae Poa gees 16.3 16.3 
ee ODO GO a ONY RALOBMI Gets. he ain Sse ee eos sie See nae 10.7 10.7 
Do eLO Oca Oia ONMMGLLOAD einer silos se See chistes eles willow en 178.2 178.2 
es 1,680.0 205.2 1,885.2 
-Non-marketable bonds— 
Canada savings bonds S10.................0.eeee seen ees 16.5 16.5 
Wanadersavingsponds:910-21 . 23 2. yen cnc. ceo eee oe eee 1,386.7 1,386.7 
Unemployment Insurance Commission, 44%............ 39.5 39.5 
Unemployment Insurance Commission, 43%............ 46.5 46.5 
1,696.5 1,677.9 3,374.4 
TABLE 81 
New Securitms Issurp Durine Fiscan Year Enpep Marcu 31, 1968 
(in millions of dollars) 
Total 
wtb ie amount 
issued 
Marketable bonds— 
44% 1967-68 F 10 aay 
5% 1967-73 125.0 
51% 1967-90 160.0 
10%, 1967-68 ig 
54% 1967-74 20.0 
5% 1967-68 meh 
42% 1967-68 175 0 
54% 1967-69 100.0 
5% 1967-70 995.0 
6% 1967-71 395.0 
62% 1967-73 250.0 
6% 1968-70 2,235.0 
Non-marketable bonds— 
Unemployment Insurance Commission— od Bes 68.0 
LL SO RE ee ae ia oie RS ogee a Otte a a 54.0 
EA TS IE i RSE: Sr eS OR Ey ia 
parece savings bonds— ; 79.6 
NAR NAN GTO cy aut ine wha e tics us eth o> ci" NON u sot AAA ENS =P | eee 1403-7 
ae Peak aa spl C030 «cheat ala 6 ns Arges Bb rie pir brn om ee + clea Fe} 
CONE OTTO CEL SI RS ed ees AGAR a es aber ween i. 3.8 
Pe eC Boe as SRA RDC ST ea ee MRO RA og 170.0 
Weekly treasury bills (net).......-+seeeersrncereseeserserererer ees Ptiea” Y 
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AVERAGE INTEREST RATE ON UNMATURED DEBT _ sa 
As At March 31 : ore a) 


Per Cent 
6 
4 
les See ee 
1930 1935 1940 1945 1950 1955 1960 


* Preliminary 


Interest rates 


The average interest rate on the government’s unmatured debt rose t 
5.06 per cent during the fiscal year from 4.71 per cent at March 31, 1967. 
The yield on three-month treasury bills which was 4.13 per cent at tender _ 
on March 30, 1967 was 6.98 per cent at tender on March 28, 1963.20 eee COR 
The yield on six-month treasury bills which was 4.11 per cent at tender on 
March 30, 1967 was 6.98 per cent at tender on March 28, 1968. Pee 
The following table shows the average high and low yields together with 


the average yield on the latest issues for the fiscal years 1963-64 to 1967-68 
inclusive: ? Ste 


TABLE 82 Pay 
Treasury Bitts AVERAGE YIELDS AT TENDER 


Fiscat Year EnpEp Marcu 31 High | Low — 
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Indirect debt or contingent liabilities 


In addition to the direct debt as set out in the statement of assets and 
liabilities, the government has assumed certain indirect or contingent liabilities. 
. These consist of securities of the Canadian National Railways, guaranteed as to 
_ principal and interest, the guarantees of insured loans made by chartered banks 

and other approved lending institutions under the National Housing Act, 
, deposits maintained by the chartered banks in the Bank of Canada, advances 
: under the Export Credits Insurance Act and bank loans under a number of 


Federal Statutes. 


TABLE 83 


Summary or Inprrect Dest or ContinGEent LIABILITIES 


3 Amount Amount 
; _— Authorized Outstanding 
ee ee ES i LS) ee 
$ $ 
Railway securities guaranteed as to principal and interest— 
Canadian National 5% due May 15, 1968...........0...0cecccececsce. 55, 800, 000 55, 800, 000 
Canadian National 27% due September 15, 1969............-..0.00-05 70,000,000 70,000,000 
Canadian National 24% due January 16, 1971...............0000-.0005 40.000, 000 40,000, 000 
Canadian National 54% due December 15, 1971...............+0000-. 187, 683, 500 187,683, 500 
Canadian National 32% due February 1, 1974.............. exes Grratichd 200, 000, 000 200, 000, 000 
Canadian National 22% due June 15, 1975, U.S. $6,000,000.......... 6,486, 486 6,486, 486 
@anadianyNatronalu5o due: May15, 1977. .2+.020... esas cclass cane ocean 83,475, 000 83,475,000 
Canadian National 4% due February 1, 1981.............00-.cceeeeee 300,000, 000 800, 000, 000 
Canadian Nationa] 52% due January 1, 1985..........c.0.e0cceccceee, 97, 225,000 97,225, 000 
Canadian National 5% due October 1, 1987..............2ec0ccececes 156,511, 000 156,511,000 


Other outstanding guarantees and contingent liabilities— 


1,197, 180, 986 


1,197, 180, 9&6 


Deposits maintained by the chartered banks in the Bank of Canada. Unstated 935, 782,098 
Loans made by lenders under Part IV of the National Housing Act, 
1954, for home extensions and improvements®...... Cimon dtc: me: 25,000,000 20, 209, 000 
Insured loans made by approved lenders under the National Housing 
AAS UN CO Gi he >a 2 et oe Reb eso cast: as 9,500,000, 000 6,311, 000,000 
Liability for insurance and guarantees and other commitments with 
respect to long-term financing under sections 21 and 21A of the 
Export Credits Insurance Act®).... oA aus DONS a 1,100,000, 000 369, 387, 071 
‘ .de by chartered banks under the Farm Improvement Loans 
Re ee age, ee ee | 117,348,000 | 99,657, 000 
Loans made by chartered banks and credit unions under the Fisheries 
Improvement Loans SAE AOR Ue MaRS Sea ie pak 2,700, 000 612,000 
d s under the Sma usinesses Loans 
LS Pe cori i Vy RRR ee NS cc Soe tae te a 44, 268,000 16, 336, 000 
hartered banks and credit unions under the Canada 
oe fete “Act OM) 8 eo ot ag RELA OND ded Fee ee ae Eee 188, 084, 000 180,084,000 
isst ¢ ian C tion for the 1967 World Exhi- 
Dasara ys ae are ; Beton: ae : ‘ re, A eck, Tere 240,000, 000 228, 250,000 
Loans made by chartered banks to the Canadian Wheat Board...... 505, 000, 000 141,414, 000 
8,302,731, 169 
‘ aintained by approved lending institutions under National : 
ane NG istpUOretO, OD4e ACh ie cane aie. Laem) « eREMEAI GEE Unstated Indeterminate 
Unstated Indeterminate 


Guarantees to owners of returns from moderate rental housing projects® . 


NS Oo 


(Converted at $1.08108 Canadian official parity rate. 
()As of December 31, 1967. 


(As reported (in accordance with section 45, National Housing Regulations) by approved lenders 


as of December 31, 1967. 


3 ingent liability in respect of alternative payments to non-participating province. _ 
ee eae 1967, hide totalling $4,059,134 were held by the Central Mortgage and Housing 
erect for the purpose of settling claims. In 1967 rental contracts totalled $12,909,000. 
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SUPPLEMENTARY DETAILED TABLES 
REVENUE 
EXPENDITURE 
ANNUAL CHANGES IN LOANS AND INVESTMENTS 


UNMATURED DEBT 
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STATEMENT OF REVENUE FOR THE LAST FIVE FISCAL YEARS 
(in millions of dollars) 


1967-68 
— 1963-64 1964-65 1965-66 1966-67 (preliminary) 
Tax Revenue— 
Income tax— 
Rersona iO Irises te See ee ce ES 1,865.1 2p OaKe 2,142.5 2,473.8 2,849.6 
Corporation, ek .| 1,259.0 PRO ZOnG 1,606.6 1,593.2 1, 670.6 
On dividends, interest, ‘ete., “going ‘abroad. 124.5 148.7 170.0 203.6 220.5 
8,248.6 8,770.8 8,919.1 4,270.6 4,740.7 
Excise taxes— 
alesis ey Tee cee aL at eee com ee, ens ke 946.01 1991204565 15395: leleeleolonG 1,601.1 
Other taxes— 
Cigarettes, tobacco and cigars.. ries 226.9 218.3 238.1 251.4 266.7 
Electric power export. . iat 0.1 (3) 
Jewellery, watches, ornaments, ‘ete.. : 6.4 6.9 7.9 8.9 10.2. 
Matches and lighters. , : 1.3 132 1.2 VEZ ihe 
Television sets, radios and d phonographs, 22.0 2300) PAE NN eh wee va) 32.6 
Toilet preparations. . ane Lot 12.8 14.1 158 17.9 
Wines.. : aR ro Eee 3.8 4.1 4.4 4.8 5.3 
Sundry commodities. . SAA oh MS 18) 1.4 Dae 1s2 se (5) 
Interest and penalties. SBgasec tha oe eden 0.8 Ae 1.6 1.9 Bae 
Less refunds. . BS banc REE eee —0.3 —0.3 —0.3 —0.5 —0.6 
2738.4 269.1 296.2 315.6 337.0 
@ustommsimport duties sees eens 581.4 622.1 685.5 777.6 , 746.4 
Excise duties— 
Spirits... at TOR TO OeRAU Rh CARD OIaece Te as 129.4 134.7 157.0 158.2 — 180.5 
Beer. ae mcr 102.9 105.4 107.9 ine: 120.2 
Cigarettes, tobacco ‘and. cigars... een 165.7 Vile?) 187.1 196.4 194.6 
Less refunds. . Vansant tiara tre ee ere —4.7 —5.9 —6.1 —6.9 —6.7 
893.3 411.4 446.9 | 461.0 488 6 
WStAte UAx ec Meese Set ey meee pe rine wa 90.6 88.6 108.3 101.1 102.2 
Miscellaneous tax revenue. .................. 0.1 0.2 0.2 O22 0.3 
Motalataxerey. Cnc eee eaten 5,533.5 6,366.8 6,850.3 7,439.7 8,016.3 
Non-Tax Revenue— 
Return on investments...... A epee, 366.4 492.7 438.3 519.1 612.3 
Post office—net pportel revenue, Latttiein Be 200.7 230.4 Pot Pd Na\e-8) 281.6 
O Cherian. Sooke Totes capt acnavcUaererere ac ae i 136. 6 143.2 152.1 146.1 166.4 
Total non-tax revenue............. 703.7 796.3 827.9 918.5 1,060.3 
Motaltreyentie() ss4.e ee tenn eee 6,237.2 | 7,163.1 | 7,678.2 | 8,358.2 9,076.6 


‘) Excluding credits to: 


1967-68 
1963-64 1964-65 1965-66 1966-67 (estimated) 


eS eee 


Personal income AX oe ee 302.6 431.9 494.9 576.6 800.1 
Corporation income tax...... 115.7 145.2 152. 149.5 150.0 
Salesitaxe sae. Wer gens pens 331.8 383.2 52 2a 559.5 544.5 


® Net after deduction of refunds and drawbacks as well as transfers to the old age security fund. 
®) Less than $50,000. 


Solicitor General vote 15, Appropriation Act No. 3, 1967, gave authority to credit thereto revenue 


arising from services provided thereunder. For purposes of comparison, prior years’ figures have been 
adjusted ac cordingly. 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 
(in millions of dollars) 
ee ee ne ee 2 a a ed ee 


—= 1963-64 | 1964-65 1965-66 1966-67 Bice 
AGRICULTURE— F 
Administration and general.......... 3.6 4.1 4.7 5.0 6.5 
Board of Grain Commissioners...... 6.7 6.6 4.2 7.8 9.7 
Canadian Dairy.Commission........ q@ 0.3 
Farm Credit Corporation—net oper- 

Buse lOSAes ras pes ae ee 1.1 0.5 IAC) 2.6 3.8 
Health otanimalss cette 13.2 etd 15.0 16.1 18.6 
Land rehabilitation, irrigation and 

water storage projects............. 2357 26.4 28.4 25.0 21.5 
Production and marketing, including 

grants and other assistance— 
Administration and general....... 3.2 3.0 PASTS 4.3 5.8 
Agricultural commodities stabili- 

zation account—net operating loss 122.2 57.1 39.4 88.7 139.7 
Agricultural products board ac- 

count—net operating loss........ 0 0.3 dG One 1.4 

Animal and animal products...... 16.3 VG, 18.3 19.8 21.6 

Plant and plant products.......... ied Het 16.4 20.3 8.5 
HROSOSTC Mistkaries 2, pete tebe Ns hea aes kis 276 28.8 32.6 35.4 39.7 

225.7. 165.7 186.3 230.7 277.1 
CTO MECHHENTD RU CY: Where tie exe eagle oO petrercee «6 45.9 46.5 54.4 60.2 69.3 
AvpiItoR GENERAL’S OFFICE........... 1.3 1.6 lea7 Del, PAs 
Boarp or BROADCAST GOVERNORS..... 0.3 0.4 0.4 0.6 1.0 
CANADIAN BROADCASTING 
CoRPORATION— ; 
Grants in respect of the net operating 

requirements of the national broad- 

GASbIND SCINACES ane: ocak oti ole 85.7 85.9 95.1 112.4 139.5 
International broadcasting service.. 1.9 ee 2.4 2.8 3.8 

87.6 88.0 97.6 115.2 143.3 
CENTRAL MortTGAGE AND HovusInG 
WOREORATION/ ssa sre eee ea ole coh 13.5 15.0 21.6 20.1 23.1 
OFFICE OF THE CHIEF ELECTORAL 
ORRIONR anges eee a aes wow 11.9 0.6 13.0 0.9 0.7 
CoNSUMER AND CorroraTE AFFAIRS®), 3505) 3.9 4.7 5.5 7.6 
Derrence PRopucTION— 
Defence ee RE PN scot 6.0/7 ae ese a ne ae 
a LGU Oret tree erates ole ; ; ; ‘ 
Non-defence expenditur say ee pers Ve ae 
DomINIon BuREAU OF STATISTICS...... 12.3 13.5 15.6 26.6 22.5 
Enercy, Mines anD ResouRCcES— 
Administration and general......... 40.7 42.5 54.6 61.3 65.9 
Dominion CoalsBoard. «6... ss 20.6 232: 23.4 38.0 33.6 
Emergency gold mining assistance. . 15.0 1557 14.8 15.0 he 
National Energy Board............- 0.6 OF7 0.9 ail : 
see i igati n water ; 
setae aaa ae ; a aie 10.3 12,2 13.6 14.8 20.2 
87.2 94.8 107.8 180.2 186.6 
ExTeERNAL AFFAIRS— 4 
Administration and general......... 26, 2 29.8 34.5 39.6 48.9 
Assessments, contributions and other 
payments to ae © Se maa 
tions and international multilatera 
- ial ai ore 22.4 20.0 32.0 BSL) 32.0 
economic and special aid programs. ren vee et ae Ls 


External aid IELTS PURLS, @ HinPo ole bse sid #ieue ‘Bye. 97.0 181.2 162.6 230.6 915.7 


‘ < e = ats ta“ hale ee = 
Ke ~ om. “= 
i : ears: a” ifs Nica Rate 
4 : A, nsec Bement int 
= “y a we a ~~ 


SHOT | 

; ; 2 as ie bee Sect ie 
Y STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJO Fi 
FOR THE LAST FIVE FISCAL YEARS—Continued : 


(in millions of dollars) rand o qi 


g 18 
_ . sy 


«ry 


— 1963-64 | 1964-65 | 1965-66 


/ 


_Frvance— — 
Administration and general......... iets ad 9.8 
Office of the Comptroller of the 

IIT SEL NSH Hasek Age ore Ore ERS om oe aos AD 23.8 24.9 25.4 
Grants to municipalities and prov- 
MNCES AN eutoitaKes ss. acme. eae 31.5 35.0 36.8 
Municipal Development and Loan 5 
OACE. Pa. tacks. rom laehc = see etme 0.1 oa faut 33.9 
Public debt charges including in- a 
terest.and amortization........... 993.7 1,051.3 1,110.9 
Subsidies and fiscal arrangements : 
payments to provinces............ 254.3 358.4 466.0 
1,311.1 1,480.2 1,682.8 — 
HATSUAOE TIS) seteeteya ote, cists creo cheiviels eave eats 23.7 25.6 34.5 


Forrstry AND RurRAL DrvELOpMENT— 
Administration and general.......... 18.5 20.6 22.0 

Canadian Livestock Feed Board.... 

Freight assistance and grain stor- 


ALS COSUSEs crsh sis/eide atte ae oeie eres 18.7 OS 21.0 
Rural development............. Rohe 4.6 10.0 14.1 
41.8 49.7 67.1 
Governor GENERAL AND LIEUTENANT- 
GOVERNORS hee eee en eee: 0.5 0.7 0.7 
Inp1AN AFFAIRS AND NorTHERN 
DrvreLopmMent— 
Administration and general......... 1.4 1.5 1.4 
Corservationsies eet: een 22.9 PARA 29.0 — 
IndianaAtiairsmcessaanen cee mee 55.6 64.8 81.7 
Northern programs.) .ehenn. eee 34.3 35.9 44.3 
114.2 127.3 166.4 
InpustRY— 
Defence expenditure................- WOE 2125 26.6 
Non-defence expenditure............ 40.7 35.3 45.9 
61.2 56. 72 
INSURANCE OOS a OS. cal dee a ne 1.4 1.4 2 1.5 
US RIOME ecu ee cede ae Oe See 9.9 10°74 11.4 
LABOUR? cy Siete Mat aah x cee 7.9 23.4 24.0 
LrGIsLatTion— 
House of Commons...............0. 10.1 iat 15 
DOTA LC Sr eca Weis rycen, Ee Uae 2.5 2.7 Dida 
Library of Parliament.............. 0.3 0.4 0.5 
12.9 14.2 14.7 
MANPOWER AND ImMIGRATION— ot 
Administration and general......... 2.4 5.0 5.6 
Capital assistance re training facili- 
ties and manpower training re- 
search...... Nite rire nts gets kOe 5 102.0 52.8 104.1 
Adult occupational training program. 
Employment services............... 19.0 21.7 22.7 
Municipal winter works incentive 
PLO STAIN VS Lek ak hatte ee ca men 26.7 42.8 41.1 
Technical and vocational training 
assistance payments to provinces. , 34.4 44.4 48.7 
Druiiirations"s06. Stl Pe 11.4 12.2 14.3 


Fe eee rere ene 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 
(in millions of dollars) 


pee 1967-68 
1963-64 1964-65 1965-66 1966-67 forchaitnaee) 
=> ee Ces ie ee See |e ee 
Narionat Darence— 
Administration and general. joetapor 14.3 14.4 15.3 27.0 25.9 
Canadian forces superannuation ac- 
count— : 

Government’s contribution........ 59.6 58.8 58.8 42.6 58.4 

Special government contribution... 76.5 

Amortization of deferred charges.. 13.4 16.8 72.6 72.6 
Defence services including develop- 

TORENT each AB ee Gn Aaa a se OPN i 1,473.1 1,387.0 1,401.3 1,435.3 1,528.2 
Defence research. ;....25) .s....000. 33.6 36.7 41.6 44.2 50.4 
Mutual aid to NATO countries...... 28.9 20.5 14.6 18.7 18.0 

1,686.0 1,537.8 1,548.4 1,640.4 1,753.6 
NATION ATAMIGM BOARD sense steers sec ou 5.8 6.4 6.9 8.0 9.3 
INATIONAT, GALTERY. elasacc ciecaccee 1.1 1.3 1.8 1.9 2.9 
Nationat HeautH aND WELFARE— 

Administration and general......... 2.0 Des 255 FO 3.9 

Food and drug services........ NS ae 3.4 4.3 5.4 6.8 8.2 

Health insurance and resources— 

General health and hospital con- 

struction grants to provinces.... 53.0 56.7 45.5 45.1 46.0 

Government’s contributions under 

the Hospital Insurance and Diag- 
nostic Services Act.............. 392.2 433.9 319.6 397.4 468.6 

Health resources fund............. 4.7 32.70 

OD THer hearths abe ees aren sirens ons 0.2 3 
PTCA LUSERVACES: md sea: cretion ers os 6.9 loll 7.6 8.4 8.6 
Médical’ services cc oss sds ctcneoscew 30.6 32.5 87.5 38.5 42.5 
Welfare services— 

Family allowances................ 538.3 545.8 551.7 555.8 558.8 

Youth allowances=:,.. ssc nne en. 26.9 46.5 47.4 49.4 

Fitness and amateur sports pay- 

OOVS UICkGe Sa er ain So REE 1.6 2.0 20 4.7 3.6 

Old age assistance, blind persons 

and disabled persons allowances. 64.4 74.0 45.5 38.1 18.3. 

Unemployment assistance......... 107.4 107.5 101.7 143.3 6.1 

Canada assistance plan............ 10.5 225.6 

MOT OT RNAS doles ce ae toot ne cere 6.9 7.0 9.1 12.0 14.7 

1,206.7 1,800.6 i heh Wf xy | 1,316.9 1,488.3 
Nationat Researcu Councit, Inciup- 

ING THE MEDICAL RESEARCH CoUNCIL 47.3 56.7 74.4 94.7 121.7 
NATION AT RUE VEN UBS ocslscls vies o cce-e's.:s00'0 83.0 86.9 95.0 105.9 115.1 
POSTHO RITCR eine ate vo cilsces we sales ses 206.9 210.5 240.2 268.5 301.8 
Pp ivsva © OUEN CI ieee tage ie oe eee sik arelevacers 2.9 4.6 4.8 6.5 11.0 

p i ilof Canada........ 0.2 0.8 lal 1.4 1.5 

Economie Council of Canada er a Ria wa rai 
Pusiic ARCHIVES AND NATIONAL 

AB AR oe ee een eres sits dieters loosely bal 15 2.0 21 3.6 
Pusiic PRINTING AND STATIONERY.... 2.2 2.7 3.0 4.0 4.9 
Pusuic SERVICE COMMISSION.......... 5.2 6.2 8.0 10.8 13.4 
Pusuic Service Starr RELATIONS ne ae 

DAH Deets vce ee teas ae 86 : 

Pusitic WorKs— 
ini ion and general......... 1726: 30.3 36.0 33.8 43.0 
Administration and general.... Oe es i017 108.5 133.°8 


Accommodation serviceS.........+++: 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(in millions of dollars) - 


1967-68 
— 1963-64 1964-65 1965-66 1966-67 (preliminary) 
Treasury Boarp— ; . 
Administration and general......... 14.5 15.0 19.0 37.8 [je oSs Ae 
Public service superannuation + 
account— avn, 
Government’s contr ibution........ 54.0 55.6 57.8 59.3 59.6 
Amortization of deferred charges.. 10.0 25.9 56.3 60.6 
68.6 80.6 102.7 163.4 158.6 
UNEMPLOYMENT INSURANCE 
ComMMIssION— : ‘ 
Administration and general.......... 29.8 SoM 32.4 Avice 37.6 
Government’s contribution to the : 
LanboKe Pace ste gs desea EY Meee een 59.3 62.1 65.6 68.8 (669.5 
89.1 94.8 98.0 106.1 107.1 
Veterans AFrraIrs— ; 
Administration and general. . 10.0 10.5 10.7 9.6 10.1 
Pensions for disability and death.. 173.2 180.3 185.6 195.9 205.6 
Provision for reserve for conditional : 
benefits. . 3.2 ool Bee 3F5 4.0 
Soldier settlement and veterans land 
act. ; He wom Aner at 4.5 4.5 4.5 5.2 5.5 
Treatment services. 45.5 46.8 49.9 57. 9 61.4 
Welfare services, allowances and , 
other benefits. . Ae ee Cen HD 96.4 106.9 115.8 118.7 114.2 
832.8 852.1 869.7 890.8 400.8 
6,856.4 We 20kol wt libeg 8,779.7 — 9,869.0 


@ Less than $50,000. 

(2) Previously the Department of the Registrar General. 

8) Solicitor General vote 15, Appropriation Act No. 3, 1967, gave authority to credit theretarr revenue 
arising from services provided thereunder. For purposes of comparison, prior years’ figures have been ad- 
justed accordingly. 

4) Expenditures of the Air Transport Board, the Board of Transport Commissioners for Canada and 
the Canadian Maritime Commission are included under this heading. : 
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STATEMENT OF EXPENDITURE BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(in millions of dollars) 


SS————oSSSSSS9anaaaanasasSS 


Fees ey 1967-68 
1963-64 1964-65 1965-66 1966-67 (proline) 
Pusiic Worxs—Concluded 
Harbours and rivers engineering 

SELVIGCS Mammy Meer ty a cities kao: 23.7 30.3 35.4 38.1 43.9 
National Capital Commission....... 1222 10.3 18.6 33.0 23.2 
Trans-Canada ~ highway—contribu- 

tions to provinces... <........:e0cn. 39.2 76.1 83.4 81.0 64.7 

167.0 284.8 276.1 294.4 808.6 
SECRETARY oF StatE— 
Administration and general......... 5.1 6.1 11.0 16.3 83.5 
Centennial Commission............. 3.9 (ee 14.6 30.2 Oleg 
Grant to the Canada Council....... 10.0 16.9 
Post-secondary education payments 

to provinces pursuant to the Fed- 

eral-Provincial Fiscal Arrange- 

IME TUSPAC He LO OTs. k tert tit co acs ste a 108.0 
Winiversibve chants sen. Mechs evan 26.8 27.3 GEST, 87.1 0.2 
Office of the Representation Com- 

TMISSIONCT ee pee teme yk Dene ty () 0.2 0.8 0.2 0.1 

85.8 50.9 §4.1 183.8 189.9 
Soticiror GENERAL— 
Administration and general......... 0.3 0.4 0.6 1.0 
Correctional services................ 27.9 39.0 56.5 59.6 64.8 
Royal Canadian Mounted Police®). . 50.9 59.0 64.4 84.1 87.7 
78.8 98.3 121.3 144.8 163.6 
TRADE AND COMMERCE— 
Administration and general......... 14.8 16.9 19.6 24,7 29.6 
Assistance re storage costs of grain. . 40.5 34.6 37.5 30.4 34.8 
Canadian Corporation for the 1967 
Worldmeixhipitionss:saiaias sates tee 19.5 4.6 8.4 7.0 
Canadian government travel bureau. 3.9 4.9 6.3 10.0 10.0 
60.4 75.9 68.0 73.6 81.4 
TRANSPORT— 
Administration and general......... 3.9 6.4 4.6 6.3 al 
PAISera nl CORR. Stine cme Uriareee eons 121-1 131.5 143.0 165.0 175.0 
Atlantic Development Board.. ioc 0.2 4.3 23.8 40.0 2.4 
Canadian Transport Commission “— 
Administration and general....... 2.4 2.5 2.6 3.0 3.6 
Payments to railways nee pa 
ortation companies under the 
Nitiotal Transportation Act. “4. (fie il (Oras 94.7 120.9 126.0 
Contributions to the railway grade 
Posse find 1s oo ee 5.1 De 14.0 15.0 15.0 

Steamship subventions............ 9.4 8.3 9.4 10.8 11.1 

Subsidies to air carriers. Ley 0.4 0.4 1.2 
Canals and works entrusted to e 

St. Lawrence Seaway Authority. . 3.0 29.0 10.1 Ae 9 ee 
MATING SCR VICES assent hss sr. cisls 0» 64.1 64.5 84.5 00.0 A 
Non-active assets— 

National Harbours pebeke As cee 0.3 7.6 4.8 7.0 4.8 
Railways and steamships— 

Maritime Freight Rates Act...... 13.4 14.7 15.1 14.4 14.2 

Dees ; 3.4 24.6 35.8 

Canadian National pe Bye a 43.0 38.7 33. : A 
ter- 
2 Capea : ae ae ae has 8.6 11.1 12.4 13.0 16.5 
Prince Edward Island car ferry 
AnGeteriminals.t. ketene aes sect 3.4 4.0 4.2 4.6 4.8 
Yarmouth-Bar Harbour ferry ae of a wt 
SOUVACRar re len ca pee a cic v6.0.6 9 aa ane 35.0 40.3 37.0 


Opierearnrsaselonee es ie ee ne olen 388.6 438.8 492. 0 568.2 606.9 


/ 21S Ae en Be a ey ne 
4 “Ww ot Sy 
ANNUAL CHANGES IN LOANS AND INVESTMENTS FOR THE LAST ] 


FISCAL YEARS : Nee te 
(in millions of dollars) ; ; 


== 1963-64 | 1964-65 | 1965-66 


Loans to, and investments in, Crown corpora- ; 

tions— : a 
Ain Canad ace. ch too eee or etter omte 5 cTareroverenste 0.4 —1.4 0.7 
Atomic Energy of Canada Limited.......... 0.4 12.0 11.9 
Canada Deposit Insurance Corporation...... 

Canadian Arsenals Limited.............e.e+- —2.5 

Canadian Broadeasting Corporation......... 14.3 oe 

Canadian Commercial Corporation.......... —4.0 —2.0 2.0 an 
Canadian Corporation for the 1967 World Ex- ee 

MUD IGION ERE See etarea costes ae. wostera sheen ee cyeteete 44.0 | 131.0 | | 
Canadian Dairy Commission...........---: Ue 
Canadian National Railways..........-...->- —28.8 24.7 59.1 
Canadian Overseas Telecommunication Cor- 

DOLAGION. epee oe thos toes meatier ane cereus 6.2 —0.4 —2.6 

Cape Breton Development Corporation...... 
Central Mortgage and Housing Corporation. . 113.3 221.7 315.1 
Export Credits Insurance Corporation....... 23.4 33.4 36.4 
harm CreditiCorporationn o28 ses ess celine 69.9 102.4 147.0 
National Capital Commission............... 12 linia ee OD 7.4 
National Harbours: BOardancseseni one dees 5.5 eZ, 3.0 
Northern Canada Power Commission....... 3.4 5.4 Pals 
Northern Ontario Pipe Line Crown Corpora- 

LOM Saeed ch he Rae Ries eee —110.6 es 
The St. Lawrence Seaway Authority........ 24.9 | ©-—6.5 (026.7 | 29.8 
OLR ete raccoon alone ie He Rear ee a ete aes —0.1 

116.1 412.1 662.8 | 1,069.6 
Loans to national governments— | ee oe ; 
United Kingdoms. wecee en soe eae —17.8 (2)19.6 (2)19.2 — 1 S205 a5! 
Export Credits Insurance Act............... —2.3 —2.3 —2.3 | - —2.3 ’ 


Special loans to Colombo plan countries to 

finance the purchase of wheat and flour from 

Canadarrnce twee ene nasase ee he Re —5.0 —5.0 —1.3 
Loans to India for the purchase in Canada of 

aircraft and associated spare parts and 


CCUpINEN F- in ce nce ee cent eee 10.0 —-1.4 —2.2 
Special loan assistance—developing countries 5.2 
pe OLD CRW, tee tee waa SON ae tr eee ee 
—16.1 10.9 18.6 
Other loans and investments— in 
Subscriptions to capital of, and working capi- 
tal advances and loans to, international 
organizations— 
Canada’s subscription to capital of— 
Asian development bank..............2. 
International monetary fund............. 
International bank for reconstruction and 
development some .ot ak ee 
International development association... 7.9 7.9 15.0 
Working capital advances and loans to in- 
ternational organizations................ 0.2 —0.2 —0.1 
Loans to provincial governments............ —0.5 —4.8 —1.7 
Municipal development and loan board...... 7.6 101.3 
Veterans land act advances.................. 21.0 14.3 24.1 
Provincial tax collection agreements—ad- 
VAN GES ant tom tia het states oe ton hea kee ee —2.7 —10.4 
Balances receivable under agreements of sale : 
OLNETOWDIASSELS: te mys ett eae damier ree —2.3 —1.8 -1.7 
Housing projects for Canadian forces......... 5.4 2.5 0.2 
Oldiacaisecurity, fund «0s eens nine nee 58.3 —75.0 —25.0 
Loans to manufacturers of automotive parts 
DUC ANAC AM. 7cem Memes Mime Ls One ee ; 0.1 
Defence plant modernization................ 
BYES GAD RC OO Cette ae Pato ce whan cents ines alan —0.2 1.5 10.9 


Net total of changes in loans and investments. 188.1 364.6 804.5 


@ Includes deferred interest. 
() Deferred interest. 
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; UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 31, 1968 
Be ae <n AND THE ANNUAL INTEREST THEREON (preliminary) 


of StS fie pete ERE reer 
rer oe maturity cent loan interest 
eS 
of "ad 5 5 
oles in ee 
oe: of 1936.. HAR Perpetual 3 55,000, 000 1,650, 000 
Loan of 1967.. ..F 10 | 1968 Apr. 1 4h 175,000, 000 7,875, 000 
Refunding loan, 1950.. Eo June 15 22 308, 581,000 8,485, 977 
Loan of 1967.. ee als June 15 42 160, 000, 000 7,200,000 
Loan of 1963 and 1964. Cis Oct 1 5 441,000,000 22,050, 000 
Loan of 1967.. bs ane oa a) Oct 1 5 20,000, 000 1,000, 000 
Canada savings ‘bonds, 1 1959. Sos ee oA Nov. 1 5 710,305,250 | 35,515,263 
Loan of 1967.. AA sotee us nue SS Dec. 15 43 125, 000, 000 5, 937, 500 
Loan of 1960.. Riters srectseueis ti reek, OO 1a L909" Apr. 1 54 80,000, 000 4,400, 000 
Loan of 1962......0...0.seseseeeee ee AT 16 Apr. 1 54 100, 000, 000 a 
Loan of 1965.. Sense eA elas inne ee Lea Apr. 1 53 100, 000, 000 Sa 
Loan of 1967.. Rete eeiee tel G Apr. 1 53 70,000,000 ines 
Canada savings ‘bonds, 1056 arin Se Sul May 1 4 26, 279, 100 a oe: ise 
Loan of 1964.. eM eIOs stousiete Cnc L July 1 5 325,000, 000 ee PRR 
PC Ato OOo: eel So eos cece, ov AT 13 Oct. 1 53 ae Pgoe bee 
ATORUTOIM OG Om eusee rh ohacice.09 eelee ne vers eed Oct. 1 53 Sa toy enn suet 
BU OEMINOIO COs Ear eire nites tis csiserautecrar dO Oct. 1 54 pet eee oc 
HEOAUROLN GOUenaN. ai. s terse Sees meses welt 19. Dec. 15 54 seers pe oot on 
Loan of Pees ee 1970 Feb. 15 6 ay Stes 
Loan of 1958... MEAs ites tected Neo: S May 1 33 Moroes a 
Loan of 1965 and 1966.. See RO Aryoeaee cre kay be) July 1 5 eat Seance 
De Loan of 1966 and 1967.. Raines 2 Julyans ol 5 Oe fae 
Canada savings bonds, POD Tek eh S19 Nov. 1 43 0 en) ele 
Canada savings peeks TOGOS esc tere eek Nov. 1 . PONT 17 550 000 
eer: hea reenia Mer 225,000,000 | 13,500,000 
: fea of ae “GP 15 ie ae i] 5 350,000,000 | 17,500,000 
oan o OSE SED : ; ’ , , : 
| Canada savings ‘bonds, 1961... ere 16 Nov. is a Ce Bue Fh Hane 
Loan of 1967.. MM Corns Eek Dec. ? ye Fae bone pnd een aoe 
] Conversion loan, 1958. ..T 28 | 1972 Sept. ; ; Sea one andi mega Ones 
ie ig OTIS OCU Rae 275,000,000 | 13,750,000 
Loan of 1965.. hat, eae Os wales Oct. 4 ye Pere atin ts 
Canada savings bonds, 15S. fos. 8 13 Ney i Fal Seren en rao 
Peper ob G0 Seah aia SEH tate 320,754,050 | 16,037,703 
Canada savings s bonds, 1 1964... ..-.....819 | 1974 Deo ble 100,000,000 | 5,500,000 
Pe eed soos gel 107s Ook A | st 310,361,000 | 17,069,855 
OND) pcre oil oa Oct Lae 50,000,000 | 2,750,000 
Ae ds ‘ en % Ost atdeees 70,000,000 | 3,850,000 
; Thoan of ,1966.. gare ae Cae ae Re 345, 695,800 | 17,284,790 
Canada savings s bonds, 1 1063 ccs cso 18 ee Puke : Acie aias 23°000, ae 
Loan of 1960.. Dees acastenee i 19 pr - Bf 37 0467500 3'029,011 
| pone Oh Seon re ae ea N. rie lars 715,102,550 | 35,755, 128 
Canada savings ‘bonds, LS ee IT Ae tas : 3 a7! 629; 850. | 18, OL7 AG 
Canada savings pe OGD eee eiene O20 vee : ov. oe Be an 911.500 7,796. 681 
Loan of 1953 and 1958.. Rea oy Ee noe ; ai 343" 946. 500 11,155,511 
Loan off 195e eR oe Nov. 1| 5 | 1,813/2967400 | 90,664,820 
Canada savings s bonds, 1 LOCGL acre aries rie Rey ; oe *120'.000,000 6. 600,000 
Loan of 1962.. POUR TIS Ei Rae : si 30° 000; 000 4° 400,000 
Loan of 1966.. ae ee oT Be 160,000,000 | _ 8,800,000 
porter oe per onea G99 Nov. 1] 5 1,403/735,400 | 73, 696, 109 
Canada savings ‘bonds, 1 1967... ee eee. Fe ck a ei Ve 1'.992,679,450 | 89,670,575 
Conversion loan, 1958.. Sts. MaRS cols ot en was ag ; re ’700°.000'.000 5" 000,000 
Loan of 1963.. AB a: Nt ees ; 50,000,000 2' 500/000 
ak coc 12! 1990 May 1 Bt 225, 000, 000 11,812,500 
Loan of 1964. : 5 Sas as 4 Marna’ 5 125,000, 000 6, 562, 500 
se eae ""F6 | 1992 Sept. 1] 5% 225,000,000 | 12,937,500 
Loan of 1966 and 1967. . 5 1998 Mar, 15 33 197,045,000 7,389, 188 
Conversion loan, 1956.. iaatens Srl ae! : ; varinus | 1,575,000,000 | 102,349,000 
Three-month treasury bills.. WA inca Pete? oietes ec 730,000,000 | 47,052,000 
Six-month ae eee A MS OT S65 125; 000,000 7'062,500 
- 364-day treasury bills... ......-sceeeeeeeeees 
Special non-marketable bonds— 44 17,000, 000 828,750 
Unemployment Insurance Commission. . 68,000,000 3,400, 000 
5t 89,000,000 | 4,672,500 
5A 68,000,000 | 3,740,000 
53 54,000,000 3,105,000 
various 5, 708, 000 336, 814 


a + investment fund......... 
Canada pension plan investment fund.... 5 cia eaeaont Neus on ans 
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UNMATURED DEBT INCLUDING TREASURY BILLS AS AT MARCH 831, 1968 


AND THE ANNUAL INTEREST THEREON (preliminary)—Concluded 


Annual 
interest 


Date 
—_—— of 
maturity 
Payable in New York— 
oan tot G49 ares tay etse tonal. Waals css roe eraeeeeens| wl Oa Depo am ul 
Woanvol L9d0s ememete.: aco os eiorcke ke eto ee LODE Sept elo 
Tosnvor t O62 enon cote cette soe cutee erence MLGS TL OCtae «ke 


48,755, 627 
30,301, 591 
81, 297, 216 


160, 354,434 


1,340,780 
833, 294 


4,064,861 . 
6, 238, 935 
20,579, 875,034 |1,042,140,700 


The interest shown is a projection for one year at the annual rates on principal amounts outstanding at 
March 31, 1968. Where various rates of interest are applicable during the term of a loan the interest rate 


in effect at March 31, 1968 has been used. 


Bonds payable in New York have been converted at the official parity rate of $1 U.S. = $1.08108 


Canadian. 


Mi vibe 
Poin 


